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Inconvertible Again 


S O the convertibility of the pound sterling has lasted only five weeks. 

Some relaxation of the strain had been hoped for in August, but it has 
not occurred; in the past fortnight, dollars have had to be provided for 
other countries’ requirements in ever-mounting volume; and on Wednes- 
day the Government took what had become the inevitable decision to 
suspend the obligation to make current sterling available for spending 
anywhere in the world—an obligation formally assumed as recently as July 
15th. 

There is a strong resemblance between the events of the last five 
weeks and the story of the restored gold standard after the last war. 
What was then spread over six years has this time been compressed 
into a smaller number of weeks But there is the same over-hasty 
decision to restore one of the cardinal features of the pre-war financial 
system; there is the same realisation, as soon as the deed is done, that 
the cost of doing it is far higher than was. expected; there is the same 
struggle to meet the obligation; and there is the same final, sudden and 
unilateral abandonment of the task. There are, of course, differences. 
The return to the gold standard in 1925 >was an act of purely British 
pride; the return to convertibility on July 15th last was an enforced 
condition of the American loan. In 1925, the great majority of opinion 
was confident that all would be well; this time, most people had grave 
doubts—graver perhaps when the loan was negotiated in 1945 than 
they were as the fatal date of July 15, 1947, approached; for one of 
the unexplained aspects of the whole affair is how the British Govern- 
ment, in concert with their official advisers, managed to work themselves 
into such a state of confidence during the first six and a half months 
of this year. It was-necessary, of course, for the purposes of the negotia- 
tions with the holders of sterling balances, to put a bold face on the 
affair. But the confidence was repeated as strongly in private as it was 
expressed in public. The private.observer might have his doubts, but 
they were melted away by the optimism of those who had access to all 
the detailed information. 

This is, indeed, one of the morals to be drawn from the affair—that 
it is possible even for expert technicians, who have all the available 
data at their disposal, to be very badly wrong in their estimate of pro- 
babilities. Another moral, familiar and almost equally _ trite, 
apparently needs constant re-learning—a major war is.a very serious 
shock to a nation’s financial and economic organism and too ae a 
return to the normal habits is likely to delay recovery. 


The figures that the Chancellor of the Exchequer gave in his broad- 
cast on Wednesday evening (as will be seen from a later article on page 
331, which discusses some of the consequences of the Govern- 
ment’s action) are enough to show why it was necessary for 
the British Government to act at once and why the discussions that 
Sir Wilfrid Eady was conducting with the American Government in 
Washington turned out to be merely the occasion for informing the 
American authorities that’ the obligation of convertibility had become 
insupportable. The Americans seem to have shown. belated under- 
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standing of this inevitable action, taken unilaterally by the British 
side, but that does mot mean that they accept it with any cordia- 
lity. It would be wrong to say that American opinion as a whole 
is uninformed about the plight of Europe or insensitive to. it. 
The State Department, some Congressmen, and the more 
responsible newspapers, are anxious, sympathetic and eager to 
discover some method by which the inconvenient logicalities 
of the American Constitution can be circumvented and aid 
made available in time. It is a situation very similar to that 
of 1940-41. But, as at that time, it is the rest of American 
opinion that has to be reckoned with, and though there is less 
active hostility to Britain than at many times in the past (except 
among the Zionists, who probably do the British cause more 
good, on balance, than harm), there is equally less willingness to 
understand why any effort should be made to help. 


Sir Wilfrid Eady has come up against a typical representa- 
tive of this attitude in Mr Snyder, the Missouri banker who 
found himself with some suddenness projected into the office 
of Secretary of the Treasury. Mr Snyder has declared himself 
to be sympathetic to the British case, but it has also been made 
clear that the sympathy is of the brand that a Missouri banker 
is accustomed to show to a borrower who has run through one 
loan and now requires both to be released from some of the 
conditions of that loan-and granted a new one. The banker 
will sit and listen, but the onus of proof is on the borrower 
and the proof had better be a good one. 


It would be a waste of time to try to explain to people with 
this psychological approach that the fault for the present crisis— 
if fault there must be—is far more America’s than Britain’s. 
The loan was far too small when it was made, as the British 
pointed out at the time. The conditions attached to it were 
unworkable, as was also pointed out at the time. The sharp 
reduction in the real value of the loan was due to the rise in 
American prices, following upon the abandonment of price con- 
trol in America. The world-wide dollar crisis, which hurled 
the convertibility provision into a disaster, is due to the fact that 
the American balance of payments has got out of control. 
Nothing could have been done about any of these things by any 
British action or ,inaction. Contributory negligence there has 
certainly been from the British side, but it has been of smaller 
importance. 


But if Sir Wilfrid Eady introduced these arguments he was 
wasting his breath. Congress would not be impressed by them. 
Indeed, it sometimes seems to the Englishman that, so far from 
admitting any share of the blame for what has happened, the 
average American is determined to prove the British wrong, 
whatever they do. One set of voices asks why they have left 
matters so late, when Mr Snyder has been expecting an approach 
for months past. And another set of voices says that even 
now, it is far too early to do anything, since the British have 
not yet scraped the bottom of the barrel of their own ultimate 
reserves. Why do they not bring precise proposals of what they 
want? And if they did, they would be told that it is not for 
the debtor to do the dictation. Why do they come alone, ahead 
of the European queue? And if they did not, they would be 
told that they were sheltering behind others weaker than them- 
selves. Why do they ask for dollars, when what they want is 
goods? And why do they not realise that it is useless to talk 
about goods until Congress. has made a dollar appropriation? 
If they are short of dollars, why do they not live within their 
means? And if they stop buying American films, why does the 
American Government not force them to start again? 


American opinion should be warned that over here, in Great 
Britain, one has the feeling of being driven into a corner by a 
See ed eee tee in com- 
bination, are quite intolerable. many people in this country 
believe the Communist thesis that it is the deliberate and con- 


conditions are attached which make it i 
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scious aim of American policy to ruin Britain and everything _ 


that Britain stands-forin the world. But the éyj 


tainly be read that way. And if every time t 





id is 
sible for Britain 
ever to escape the mecessity of going back for still more aid, 
obtained with still more self-abasement and on still more 
pling terms, then the™result will certainly be what the Com. 
munists predict, whether or not it is what the Americans 


intend. The crippling of the British export trades that was — 


one of the conditions of Lend-Lease increased the dimensions 
of the aid that was required in 1945. And the famous Articles 
Seven to Ten of the Loan Agreement, with their obligations of 
convertibility and non-discrimination, have brought the British 
back tec Washington earlier and in worse plight than was 


necessary. 
* 


Is it really the Americans’ wish that this process should 
continue? They should be warned that, every time it is 
repeated, something more is subtracted from the British willing- 
ness to offer genuine co-operation in building the sort of world 
that Americans want. 
dency to a self-supporting and self-respecting friend? They 
should realise that the British Government has made very great 
efforts, and has been willing to run great risks, in agreeing with 
American conceptions of international economic policy. The 
risks of convertibility have proved all too real. Non-discrimina- 
tion, if it is applied in the months to come, will be the means of 
starving the British people. Yet even now at Geneva the British 
representatives are in process of committing this country, in the 
proposed Charter of the International Trade Organisation, to 


sweeping general principles which, however excellent they may 


be in theory, are likely to prove in practice to be equally 
dangerous. No government could have put more of its owa 
interests in pawn to pledge its good will ; no other government 
has even tried to make a similar effort. Yet those who would 
search in Washington for the credit that Britain has earned 
thereby would need the patience of Diogenes. 


For the present, the Americans still retain the power to make 
the British Government jump through any hoop they choose. 
For it is the ultimate calamity, that, for all. the brave talk of — 
standing on our own feet, the misfortunes that would fall upon 
the British people if there were no dollars at all are such that no 
British Government could face them. But this dependence will 
not last for ever. A time will come when, by a combination of 
external events and internal efforts, Britain will be able to do 
without dollars at a cost that will be bearable. Do the Americans, 
when that time comes, want the British to regard the cutting 
loose from America, the erection of barriers against America, as 
a boon so great that the highest bearable price will be cheerfully 
paid for it at the earliest possible moment ? “Ghey can be assured 
that there are very many Englishmen who would regard anything 
of the sort as an unparalleled disaster, as the final and irreme- 
diable losing of the peace that so much common blood and 
treasure were spent to win. But they can also be assured that ~ 
that is the way things are drifting at present. 


Mr Marshall, in his great acetids ar Baboucd ik Yane,calladiadt 4 


the European nations for a great imaginative effort. They are 
responding and, as the following article suggests, in a more fat- _ 
reaching way than might have been expected, In return, Eure- — 
peans have the right to ask the Americans to make an equally 
great effort of imagination. Let them forget, for the moment, 
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the result of superior virtue and remember the Europeans’ cof- 
viction that they are merely due to better luck. Let them worty 
less about what they can afford to give and more about what th 
cannot afford not to give. ‘hat ices seve ell ty’ w realise : 
it feels like to be in other men’s shoes. : 


Do they really prefer a resentful depen- — 
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Western Customs Union ? 


HE proposal of a customs union embracing some or all of 

the Western European states has now been officially 
placed on the agenda of the Paris Conference. That it has 
arrived there at all is itself of some significance, for it was clear 
from the whole tenor of the statesmen’s speeches when the 
Conference was opened early in July that nothing so far- 
reaching was contemplated. The task of the Conference was 
then seen as short-term, “ practical” and specific. But two 
pressures have been pushing the Conference steadily along 
the road to wider visions. One is the fact, to which attention 
was called here and elsewhere at the start that the Marshall 
Plan has no chance whatever of acceptance by Congress unless 
it can be presented as the means to the attainment of some 
gtandiose project of a kind to catch the American imagination. 
The other is the discovery that some of the participating nations 
take very seriously the opportunity that the Conference presents 
for a wider integration of the economies of Western Europe 
—including notably the French, who are not normally the least 
nationalistic of people, especially in economic affairs. 

The official British view was defined by Sir Oliver Franks in 
a public statement on August 1§th. Apart from the normal 
difficulties that would stand in the way of any country that 
contemplated joining a customs union, the United Kingdom 
would also haye to examine the whole complex of questions 
arising out of its special relations with the other members of 
the Commonwealth. The United Kingdom, in fact, would have 
to find out whether it could be a member of both clubs at once. 
There could, therefore, be no question of the United Kingdom 
entering into hard-and-fast commitments in the next few weeks. 
But if study groups were to be set up to examine the whole 
question, the United Kingdom would associate itself with them 
and would also arrange early consultations with the Dominions. 

It would be a mistake to regard this as a negative statement. 
It is indeed far less negative than it would have been had Sir 
Oliver not returned to London to consult the Cabinet. The 
official British view has always been that a customs union in 
Western Europe is so obviously idealistic that it is not worth 
the attention of practical men, and it is something of an achieve- 
ment to have brought the Foreign Office to consent to examine 
it. If the pressure is kept up, they may yet be pushed into 
finding that it is not as difficult as they had supposed. 

It is important to observe that no immediate decisions are 
proposed. The Americans want the Marshall Plan and the 
idea of a customs union to be linked. But nobody is so un- 
realistic as to suppose that a fully-fledged customs union can 
be set up before the dollars begin to flow. The negotiation of 
such a union, as Sir Oliver Franks said, would take a long 
time, perhaps five, seven or ten years. But on the other hand 
there is equally to be no question of uttering a few fine phrases, 
confessing a few fine intentions and promising nothing, for 
Mr Clayton has made it clear that the creation of preferential 


tariff groups in Europe (without which, as a minimum, all talk 


of economic integration is vain) will not be attained unless 
there is “a definite undertaking to form an eventual customs 
union.” What the European countries are being asked to 
examine and decide upon in the next few months is whether 
they can now enter into a commitment—what Sir Oliver calls 
“a commitment entered into with faith ”"—to form a customs 
union at the end of a stated number of years. We cannot 
from pointing ‘out that this is exactly the suggestion 
Te ee ee ponent Bae Heh, 
is perhaps one overriding question that needs to be 
asked. If a Western Meee Chto Union should become 


a practical possibility, is it desirable—apart from all question 
of its technical possibility—that the United Kingdom should 
seek membership in it? Would it not perhaps be the wiser 
course for Britain to wish the project well, but to stay out of 
it? There should be an unequivocal answer to this. If there 
is to be a customs union of the countries immediately across 
the narrow: seas, then Britain should strain every nerve to be 
a member of it. Politics and economics point to the same 
conclusion. The risk cannot be taken of the creation of a 
gigantic aggregation of power in Western Europe which might 
in the future turn against British interests. If there is to be 
such unification, Britain must be in a position to influence its 
development. Indeed, it is unlikely that it would come about 
at all without British participation, for the Low Countries would 
certainly not enter into a union alone with France, since their 
traditional suspicions of French expansion are not wholly dead. 
Moreover, by one of the accidents of history, British abstention 
would also presumably exclude the Ruhr, in which case the 
Union would lose a large part of its raison détre. 

Sir Oliver Franks’s statement emphasised the obvious and 
specific difficulty that is created for Britain by the existence of 
the Commonwealth. It would be unrealistic to expect the 
Dominions themselves to enter the proposed customs union. 
Canada is, in economic matters, much more closely tied to the 
United States than to Europe. Australia, and to a lesser degree 
the other Southern Dominions, is evidently determined to pro- 
tect home industries against all comers. The thew Indian 
Dominions are of a wholly different economic substance from 
the European countries. It would therefore be a question of 
arranging means by which the European Customs Union could 
be set up without breaking the existing commercial ties between 
the British countries. That task ought not to prove insuperably 
difficult. Is it not possible to arrange for, say Australian goods 
to enjoy a preference on entering Great Britain, but to 
pay the full tariff of the Union on entering France or Holland, 
and for supplementary duties to be payable on re export from 
England ? The other members of the Union might well wish 
to make similar arrangements for their own colonial imports. 


¥ 


But this, of course, would not really be an answer. Waat 
the Dominions would fear in the project of a customs union 
would not be so much that their goods would get worse treat- 
ment in the British market as that their competitors’ goods 
would get better treatment. Before the war, for example, the 
principle was established that the order of preference in the 
British market for foodstuffs was the home farmer first, the 
Empire producer second and the foreign producer third. A 
customs union would mean that some foreigners would move 
up from their third place to a new place somewhere between 
first and second. But it would surely be possible to reassure 
these Dominion fears by some form of long-period bulk-; 
purchase policy by which the Dominions were guaranteed a; 
market for certain quantities of their produce at prices accept- 
able to them ; though whether this could be squared with the 
rules for bulk-purchase contracts now being incorporated, at: 
American instance, into the Charter of the International Trade) 
Organisation is another question. . 

In general, however, it would be a sad mistake to over-; 
emphasise these difficulties, which are peculiar to Britain, since; 
it is likely that by far the greatest difficulties are of the kind, 
that affect every nation alike. The existence of the British 
Commonwealth must not become the scapegoat for something} 


far more intractable—the unwillingness of sovereign nations to 
surrender any part of their sovereignty. In the interests of 
realism, it is as well not to lose sight of the fact that no customs 
union can exist without some sovereignty, political as well as 
economic, being surrendered, and also of the fact that the 
further gone a country is in conscious planning of its economic 
policy, the harder the surrender may be. 

It should not, for example, be passed over in silence that 
any customs union involves some equalisation of standards 
among its members. Perhaps among the countries of Western 
Europe that difficulty is not insuperable, since the differences 
in standards of living and of output are not so very great. But 
if Italy is to be included, to say nothing of Eastern Europe, the 
question will immediately arise. 

Secondly, the existence of a customs union would unques- 
tionably set limits to purely national economic planning. If 
an expansion of purchasing power in one country, for example, 
led to a very rapid increase of imports from the other members 
of the union, the original policy would be at best diluted and 
at worst frustrated. There was a certain tendency in last 
Friday’s discussions in Paris to assume that a customs union 
would apply only to customs tariffs and that import quotas 
would be left untouched. But if this were so for more than a 
transitional period, the customs union would be an empty farce. 
If it is entered into, it must mean a willingness to permit move- 
ments of goods between the members of the union almost as 
freely as within each member. And that, in its turn, must lead 
to some arrangements between the members, at the most to 
concert and conduct a common economic policy, at the least 
to control the repercussions of one member’s policy on another. 
In either event, the freedom of politicians in each country to 
do as they wished would have to be limited, The project to 
establish inter-convertibility among the currencies of the group, 
which is also being studied in Paris, and which would be an 
almost essential counterpart of a customs union, raises the same 
question. None of the other countries will be willing to estab- 
lish convertibility between their currencies and the French 
franc or the Italian lira until some stability has been brought 
into the domestic finances of France and Italy. 

Thus, thirdly, it would be idle to suppose that a customs 
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union could ever be established within a purely economic frame. 
work. A political structure would have to be built alongside, 

not necessarily anything nearly as far-reaching as a parm 
but solid enough to provide reliable anchorage for some of the 
economic arrangements. Would countries, for example, be 
willing to see their wartime self-sufficiency melt away under 
influence of a customs union without the most binding 

ance that they would never find themselves at war a 
other members ? It may even be found that it is, after all, 
waste of time to tackle the whole complex of questions wrapped 
up in Western European interdependence as exclusively from 
the economic angle as the present prominence of the idea of 9 
customs union would suggest. It may be that, in the end, the 
political arrangements will have to come first. 


* 


There is thus no point in denying that there are formidable 
difficulties to be surmounted before a customs union could be 
created even for such a naturally homogeneous area as Western 
Europe. The British Government are right to ask for time to 
study the matter—except, of course, that they should have 
studied it minutely long ago. But what is needed is that it 
should be studied with real determination to find a way through 
the difficulties. Very many of them, after all, relate to the 
adjustments, some of them painful, that would have to be made 
in the transition to a new state of affairs ; very few of them 
relate to the new state of affairs once it was established. The 
final answer to timidities should be to contemplate the alterna- 
tives: either that Western Europe shall remain in its fragments, 
slowly declining to Balkan standards, efficient only in the out- 
put of political obstinacy ; or else that Western Europe saves 
itself without Great Britain, which would thereby be as surely 
excluded from the possibility of economic expansion as from 
that of political influence. The opportunity to advance the 
unity of Western Europe was not taken during the war, when 
all the Governments concerned were in London, for a number 
of reasons, of which American opposition was one. The 
American pressure has now moved into the opposite corner of 
the compass and so the opportunity recurs. It will not come a 
third time. 


Pan-Americans at Petropolis 


HE conference of 20 American nations which opened at 
Petropolis in Brazil on August 15th is officially limited 

to the preparation of a Pan-American treaty of defence, for 
which various drafts have already been submitted by different 
Governments. But, however strictly confined the agenda, the 
actual discussions are likely to be deflected into other channels 
by all the accustomed pressures and counter pressures of Latin- 
American politics. 
between the United States and Argentina. The Argentine 
Government refused American leadership during the war and 
abandoned its neutrality only just in time to attend the Pan- 
American Conference at Mexico City in 1945. At this Con- 
ference, the Act of Chapultepec was drawn up as a preliminary 
to the act of joint defence which is now, two years later, to 
be elaborated. Argentina signed the Act, but to appease 
its own nationalists and to rebut any criticism of outside inter- 
ference in its internal affairs the Government thereafter refused 
to put into effect certain provisions of the Act relating to .the 
ending of Axis activities in Latin America. Against this recalci- 
trance, the United States decided to try direct pressure. The 
Farrell regime in Argentina, based at that time on Colonel Perén 
and his military group, was not noticeably constitutional and 
the State Department permitted its Ambassador, Mr Braden, 


The most familiar is the traditional rivalry © 


to lead the attack upon the dictatorial government in Buenos 
Aires. His local action was reinforced by a decision taken in 
Washington to postpone the discussion of the military trealy 
forecast in the Act of Chapultepec until “a new Argentine 
Government has had reasonable time to comply with the 
promises made at Mexico City.” Since the military treaty 
contained the hint of free armaments for Latin America, its 
withholding was a strong bargaining point. 

Neither Mr Braden nor the State Department made any 
secret of their hope that the new Argentine Government would 
be “democratic,” in other words, that it would not be domi- 
nated by Colonel Perén. By the time the elections, early in. 
1946, had given Perén his sweeping majority, Mr. Braden’s. 
neck had been stuck out so far that, short of a complete loss of 
dignity, it could only be very slowly withdrawn. The summet 
of 1946 passed therefore in a species of stalemate, The United. 
States-realised that the Perén regime had.come to stay. Moreover; 
as the question of Communism grew more and more pressing,” 
Perén’s robust anti-Communism began to outweigh his dicta:, 
torial. tendencies. | Braden and -his policy werelaid aside, | 
Perén, realising that. he had won the Pracen - owt i 
long battle with the United States, 2 conciliatory g 


When President Truman in May 1946 laid before Congress s. 
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for an “ inter-American Act of Military Co-operation,” 
President Perén welcomed them. During the summer he 
announced his Five Year Plan for the industrialisation of Argen- 
tina. The needed goods and machines could only be obtained 
in the United States and early in 1947, he invited a private 
group of American experts under General Royal Lord to advise 
Argentina. At the same time, the Argentine Government 
at last took the measures against Nazi firms and agents which had 
been outstanding ever since the Act of Chapultepec had been 
signed. The way was now clear to take up the work of pan- 
American co-operation at the point at which the hostility between 
the United States and Argentina had intertupted it. Mr 
Braden resigned from the State Department after going on record 
with his view that Communism was a greater danger than any 
Fascist tendencies left over from the Nazis, and President 
Truman presented a new version of his Act of Military Co-opera- 
tion to Congress in which he proposed that the arms and defences 
of the hemisphere should be standardised and supplied from the 
United States; it was then announced that the long postponed 
conference to discuss this and other proposals would be held in 
Brazil in the course of the present summer. 


* 


From this bald summary of the last two years, it can be seen 
that President Perén has scored a considerable political victory 
in his determined fight to assert Argentina’s independence of 
foreign influence and to reinforce its claim to a special and 
leading place in pan-American politics, It is the United States 
rather than Argentina that has “ retreated to prepared positions ” 
by reducing the uncomfortable Braden salient. There is no 
doubt that President Peron will seek to maintain his advantage 
at the present conference and to see that no agreements are 
reached which could be interpreted as an infringement of 
Argentine Sovereignty. Typically, he has proposed that any 
collective action to counter aggression against the Western 
hemisphere must be unanimously agreed. This he maintains 
would give each Power “ a proper sense of responsibility.” Other 
American republics merely think it would give him a veto. The 
United States, backed by a number of states, including Chile 
and Mexico, propose rather that action approved by a two-thirds 
majority should be binding on the approving majority. Yet 
another draft proposes a two-thirds majority binding on all. 
Argentina seems likely to take an equally independent line on 
the question of standardised equipment. The Argentine 
Minister for War recently announced that his Government 
might consider the production of standardised equipment in 
Argentine arms factories, but did not intend to buy arms abroad 
or give up the policy of building its own defence industries out- 
lined in the Five Year Plan. It is thus clear that the struggte 
for leadership in Latin American affairs will continue as usual 
under the surface of the latest pan-American conference. 


Argentina’s great asset in asserting its independence of United 
States influence and laying claim to separate leadership in Latin 
America is the fact that its sister republics also relish sovereign 
independence and are almost as jealous of it as Argentina itself. 
This year, this traditional asset is somewhat reinforced by a 
general Latin American determination to keep out of war at all 
costs. President Truman’s offer to supply standardised weapons 
and to work out with Latin America a common policy of defence 
agaist aggression has made a number of governments wonder 
uneasily where the line will be drawn and whether they may 
hot find themselves committed to one side in a world struggle 
between the United States and Russia. President Perén is 
shrewd enough to sense this mood and he attempted—probably 
fot without success—to exploit it in the extraordinary broad- 
cast he made, with every pomp and circumstance, at the begin- 
ning of July. His declaration seemed to amount to no more than a 
general offer on the part of Argentina to be very good provided 
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everybody else was very good, too ; but the passage most inter- 
esting to Latin American ears was no doubt the President’s offer 
to create and reinforce a “ third possibility” between the ex- 
tremes of Communism and Capitalism—in other words to form 
a bloc with those states that are not prepared to commit them- 
selves to either side. The Latin American republics which 
have come to Petropolis wondering uneasily whether behind the 
American offer of standardised equipment lurks the Truman 


Doctrine will not be discouraged from that view by the Argen- 
tine delegation. 


The weakness in the Argentine position is that the United 
States stands not only for a Truman Doctrine but also for a 
Marshall Plan. Economic questions are strictly excluded from 
the agenda of the Conference but they are on the tip of every 
delegate’s tongue. The economic position of Latin America 
has changed radically since the last pan-American Conference 
in 1945 and preoccupation with the continent’s immediate 
economic future is sc urgent and so grave that the two ques- 
tions—military co-operation and economic aid—will not be 
kept apart, however much the North Americans may wish them 
to be so. At the end of the war the Central ‘and South Ameri- 
can countries between them had between $4 and $5 billion in 
reserves of gold and foreign currencies accumulated as a result 
of the Allies’ heavy buying in Latin America and their inability 
to ship goods in return. Of this about one billion, it is true, 
represented sterling balances or inconvertible currencies, but 
the free reserves were nevertheless important and remained high 
throughout 1946, since the world still needed Latin American 
products but could not yet provide goods in return. The largest 
reserves were held by Argentina with a figure of nearly $2 billion. 
In 1947, however, the picture has started to change rapidly. The 
various countries have been spending their reserves freely and 
these have declined at the rate of over $100 million a month. 
The drop is particularly marked in the case of Argentina, which 
has lost over half a billion dollars in the nine months ending on 
June 15th. The country’s current deficit in trade with the 
United States is running at about $400 million a year and only 
two-thirds of the remaining reserves are in gold and freely 
convertible currencies. Mexican reserves have fallen this year 
from $380 million to $180 million. Brazil’s annual trade deficit 
with the United States is $280 million and only $636 million is 
left in reserves. Chile’s reserves have been halved. The 
reserves of all the republics are without exception diminishing 
and only Cuba, Guatemala and Salvador have tiny favourable 
trade balances with the United States. 

The governments have taken steps to limit this drain. In 
Brazil, importers must surrender 30 per cent of their foreign 
exchange to the Central Bank. In Mexico a law has been passed 
virtually banning the import of non-essential goods. Argentina 
is introducing quotas. Peru, Bolivia and Chile are each trying to 
make import licences available only against foreign currency 
earned by current exports. All the republics realise that the 
United States cannot go on indefinitely exporting to Latin 
America to the extent of over $4 billion a year while receiving 
only half that figure back in imports. In short the Latin American 
states face, though in a less acute form, the dilemma before 
Europe. How can they prevent a disastrous economic collapse 
at home—with all the social and political unrest it might entail 
—when in a foreseeable time their dollar reserves will have been 
exhausted? Inevitably they turn to the idea of a “ Marshall 
Plan” and Chile and Colombia are even pressing to bring the 
matter up officially at the Petropolis Conference. 

It is this aspect of the Latin American dilemma that suggests 
that the Argentine Government, in spite of all its political man- 
oeuvring, may be hard put to it to maintain a position of leader- 
ship in the next year. In spite of its great wealth, Argentina is 
not in a position to act as an economic makeweight to the 
United States. President Perén has introduced an ambitious 
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far more intractable—the unwillingness of sovereign nations to 
surrender any part of their sovereignty. In the interests of 
realism, it is as well not to lose sight of the fact that no customs 
union can exist without some sovereignty, political as well as 
economic, being surrendered, and also of the fact that the 
further gone a country is in conscious planning of its economic 
policy, the harder the surrender may be. 

It should not, for example, be passed over in silence that 
any customs union involves some equalisation of standards 
among its members. Perhaps among the countries of Western 
Europe that difficulty is not insuperable, since the differences 
in standards of living and of output are not so very great. But 
if Italy is to be included, to say nothing of Eastern Europe, the 
question will immediately arise. 

Secondly, the existence of a customs union would unques- 
tionably set limits to purely national economic planning. If 
an expansion of purchasing power in one country, for example, 
led to a very rapid increase of imports from the other members 
of the union, the original policy would be at best diluted and 
at worst frustrated. There was a certain tendency in last 
Friday’s discussions in Paris to assume that a customs union 
would apply only to customs tariffs and that import quotas 
would be left untouched. But if this were so for more than a 
transitional period, the customs union would be an empty farce. 
If it is entered into, it must mean a willingness to permit move- 
ments of goods between the members of the union almost as 
freely as within each member, And that, in its turn, must lead 
to some arrangements between the members, at the most to 
concert and conduct a common economic policy, at the least 
to control the repercussions of one member’s policy on another. 
In either event, the freedom of politicians in each country to 
do as they wished would have to be limited. The project to 
establish inter-convertibility among the currencies of the group, 
which is also being studied in Paris, and which would be an 
almost essential counterpart of a customs union, raises the same 
question. None of the other countries will be willing to estab- 
lish convertibility between their currencies and the French 
franc or the Italian lira until some stability has been brought 
into the domestic finances of France and Italy. 

Thus, thirdly, it would be idle to suppose that a customs 


Te LET 


union could ever be established within a purely economic 
work. A political structure would have to be built 

not necessarily anything nearly as far-reaching as a oe 
but solid enough to provide reliable anchorage for some of the 
economic arrangements. Would countries, for example, ¥ 
willing to see their wartime self-sufficiency melt away under 
influence of a customs union without the most binding 

ance that they would never find themselves at war without the 
other members ? It may even be found that it is, after all, 
waste of time to tackle the whole complex of questions wrapped 
up in Western European interdependence as exclusively from 
the economic angle as the present prominence of the idea of a 
customs union would suggest. It may be that, in the end, “ 
political arrangements will have to come first. 


* 


There is thus no point in denying that there are formidable 
difficulties to be surmounted before a customs union could be 
created even for such a naturally homogeneous area as Western 
Europe. The British Government are right to ask for time to 
study the matter—except, of course, that they should have 
studied it minutely long ago. But what is needed is that it 
should be studied with real determination to find a way through 
the difficulties. Very many of them, after all, relate to the 
adjustments, some of them painful, that would have to be made 
in the transition to a new state of affairs ; very few of them 
relate to the new state of affairs once it was established. The 
final answer to timidities should be to contemplate the alterna- 
tives: either that Western Europe shall remain in its fragments, 
slowly declining to Balkan standards, efficient only i in the out- 
put of political obstinacy ; or else that Western Europe saves 
itself without Great Britain, which would thereby be as surely 
excluded from the possibility of economic expansion as from 
that of political influence. The opportunity to advance the 
unity of Western Europe was not taken during the war, when 
all the Governments concerned were in London, for a number 
of reasons, of which American opposition was one, The 
American pressure has now moved into the opposite corner of 
the compass and so the opportunity recurs. It will not come a 
third time. 


Pan-Americans at Petropolis 


HE conference of 20 American nations which opened at 
Petropolis in Brazil on August 15th is officially limited 

to the preparation of a Pan-American treaty of defence, for 
which various drafts have already been submitted by different 
Governments. But, however strictly confined the agenda, the 
actual discussions are likely to be deflected into other channels 
by all the accustomed pressures and counter pressures of Latin- 


American politics. The most familiar is the traditional rivalry © 


between the United States and Argentina. The Argentine 
Government refused American leadership during the war and 
abandoned its neutrality only just in time to attend the Pan- 
American Conference at Mexico City in 1945. At this Con- 
ference, the Act of Chapultepec was drawn up as a preliminary 
to the act of joint defence which is now, two years later, to 
be elaborated. Argentina signed the Act, but to appease 
its own nationalists and to rebut any criticism of outside inter- 
ference in its internal affairs the Government thereafter refused 
to put into effect certain provisions of the Act relating to the 
ending of Axis activities in Latin America. Against this recalci- 
trance, the United States decided to try direct pressure. The 
Farrell regime in Argentina, based at that time on Colonel Perén 
and his military group, was not noticeably constitutional and 
the State Department permitted its Ambassador, Mr Braden, 
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to lead the attack upon the dictatorial government in Buenos 
Aires. His local action was reinforced by a decision taken in 
Washington to postpone the discussion of the military tealy 
forecast in the Act of Chapultepec until “a new Argentine 
Government has had reasonable time to comply with the 
promises made at Mexico City.” Since the military treaty 
contained the hint of free armaments for Latin America, its 
withholding was a strong bargaining point. 

Neither Mr Braden nor the State Department made any 
secret of their hope that the new Argentine Government would, 
be “democratic,” in other words, that it would not be domi 
nated by Colonel Perén. By the time the elections, early ia, 
1946, had given Perén his sweeping majority, Mr. Braden’s, 
neck had been stuck out so far that, short of a complete loss of 
dignity, it could only be very slowly withdrawn. The summer, 
of 1946 passed therefore in a species of stalemate. The United 
States-realised that the Perén regime had come to stay. Moreovely: 
as the question of Communism grew more and more pressiNg, 
Perén’s robust anti-Communism began to outweigh his dic 
torial tendencies. Braden and his policy were. laid asidt 
Pergn, realising. that he had won the Braden bout in bis) | 
long battle with the United States, made conciliatory gestures: — 
When President Truman in May 1946 laid before Congress hi 
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proposals for an “ inter-American Act of Military Co-operation,” 
President Perén welcomed them. During the summer he 
announced his Five Year Plan for the industrialisation of Argen- 
tina. The needed goods and machines could only be obtained 


‘in the United States and early in 1947, he invited a private 


group of American experts under General Royal Lord to advise 
Argentina. At the same time, the Argentine Government 
at last took the measures against Nazi firms and agents which had 
been outstanding ever since the Act of Chapultepec had been 
signed. The way was now clear to take up the work of pan- 
American co-operation at the point at which the hostility between 
the United States and Argentina had intertupted it. Mr 
Braden resigned from the State Department after going on record 
with his view that Communism was a greater danger than any 
Fascist tendencies left over from the Nazis, and President 
Truman presented a new version of his Act of Military Co-opera- 
tion to Congress in which he proposed that the arms and defences 
of the hemisphere should be standardised and supplied from the 
United States; it was then announced that the long postponed 
conference to discuss this and other proposals would be held in 
Brazil in the course of the present summer. 


* 


From this bald summary of the last two years, it can be seen 
that President Perén has scored a considerable political victory 
in his determined fight to assert Argentina’s independence of 
foreign influence and to reinforce its claim to a special and 
leading place in pan-American politics, It is the United States 
rather than Argentina that has “ retreated to prepared positions ” 
There is no 
doubt that President Peron will seek to maintain his advantage 
at the present conference and to see that no agreements are 
reached which could be interpreted as an infringement of 
Argentine Sovereignty. Typically, he has proposed that any 
collective action to counter aggression against the Western 
hemisphere must be unanimously agreed. This he maintains 
would give each Power “a proper sense of responsibility.” Other 
American republics merely think it would give him a veto. The 
United States, backed by a number of states, including Chile 
and Mexico, propose rather that action approved by a two-thirds 
majority should be binding on the approving majority. Yet 
another draft proposes a two-thirds majority binding on all. 
Argentina seems likely to take an equally independent line on 
the question of standardised equipment. The Argentine 
Minister for War recently announced that his Government 
might consider the production of standardised equipment in 
Argentine arms factories, but did not intend to buy arms abroad 
or give up the policy of building its own defence industries out- 
lined in the Five Year Plan. It is thus clear that the struggle 
for leadership in Latin American affairs will continue as usual 
under the surface of the latest pan-American conference. 


Argentina’s great asset in asserting its independence of United 
States influence and laying claim to separate leadership in Latin 
America is the fact that its sister republics also relish sovereign 
independence and are almost as jealous of it as Argentina itself. 
This year, this traditional asset is somewhat reinforced by a 
general Latin American determination to keep out of war at all 
costs. President Truman’s offer to supply standardised weapons 
and to work out with Latin America a common policy of defence 
against aggression has made a number of governments wonder 
uneasily where the line will be drawn and whether they may 
not find themselves committed to one side in a world struggle 
between the United States and Russia. President Peron is 
shrewd enough to sense this mood and he attempted—probably 
not without success—to exploit it in the extraordinary broad- 
cast he made, with every pomp and circumstance, at the begin- 
ning of July. His declaration seemed to amount to no more than a 
general offer on the part of Argentina to be very good provided 
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everybody else was very good, too ; but the passage most inter- 
esting to Latin American ears was no doubt the President’s offer 
to create and reinforce a “third possibility” between the ex- 
tremes of Communism and Capitalism—in other words to form 
a bloc with those states that are not prepared to commit them- 
selves to either side. The Latin American republics which 
have come to Petropolis wondering uneasily whether behind the 
American offer of standardised equipment lurks the Truman 


Doctrine will not be discouraged from that view by the Argen- 
tine delegation. 


The weakness in the Argentine position is that the United 
States stands not only for a Truman Doctrine but also for a 
Marshall Plan. Economic questions are strictly excluded from 
the agenda of the Conference but they are on the tip of every 
delegate’s tongue. The economic position of Latin America 
has changed radically since the last pan-American Conference 
in 1945 and preoccupation with the continent’s immediate 
economic future is sc urgent and so grave that the two ques- 
tions—military co-operation and economic aid—will not be 
kept apart, however much the North Americans may wish them 
to be so, At the end of the war the Central‘and South Ameri- 
can countries between them had between $4 and $5 billion in 
reserves of gold and foreign currencies accumulated as a result 
of the Allies’ heavy buying in Latin America and their inability 
to ship goods in return. Of this about one billion, it is true, 
represented sterling balances or inconvertible currencies, but 
the free reserves were nevertheless important and remained high 
throughout 1946, since the world still needed Latin American 
products but could not yet provide goods in return. The largest 
reserves were held by Argentina with a figure of nearly $2 billion. 
In 1947, however, the picture has started to change rapidly. The 
various countries have been spending their reserves freely and 
these have declined at the rate of over $100 million a month. 
The drop is particularly marked in the case of Argentina, which 
has lost over half a billion dollars in the nine months ending on 
June 15th. The country’s current deficit in trade with the 
United States is running at about $400 million a year and only 
two-thirds of the remaining reserves are in gold and freely 
convertible currencies. Mexican reserves have fallen this year 
from $380 million to $180 million. Brazil’s annual trade deficit 
with the United States is $280 million and only $636 million is 
left in reserves. Chile’s reserves have been halved. The 
reserves of all the republics are without exception diminishing 
and only Cuba, Guatemala and Salvador have tiny favourable 
trade balances with the United States. 

The governments have taken steps to limit this drain. In 
Brazil, importers must surrender 30 per cent of their foreign 
exchange to the Central Bank. In Mexico a law has been passed 
virtually banning the import of non-essential goods. Argentina 
is introducing quotas. Peru, Bolivia and Chile are each trying to 
make import licences available only against foreign currency 
earned by current exports. All the republics realise that the 
United States cannot go on indefinitely exporting to Latin 
America to the extent of over $4 billion a year while receiving 
only half that figure back in imports. In short the Latin American 
states face, though in a less acute form, the dilemma before 
Europe. How can they prevent a disastrous economic collapse 
at home—with all the social and political unrest it might entail 
—when in a foreseeable time their dollar reserves will have been 
exhausted? Inevitably they turn to the idea of a “ Marshall 
Plan” and Chile and Colombia are even pressing to bring the 
matter up officially at the Petropolis Conference. 

It is this aspect of the Latin American dilemma that suggests 
that the Argentine Government, in spite of all its political man- 
oeuvring, may be hard put to it to maintain a position of leader- 
ship in the next year. In spite of its great wealth, Argentina ‘is 
not in a position to act as an economic makeweight to the 
United States. President Perén has introduced an ambitious 
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Five Year Plan for industrialisation which calls for the expendi- 
ture of a billion and a half dollars in the next five years on 
transport, ports, drainage, reservoirs, oil fields and_ electricity. 
The President has also attempted to draw Chile (with its mineral 
reserves) into the Plan by proposing a Customs Union offering 
Argentine credits for mineral development (the Chileans, scent- 
ing Argentine domination, have so far failed to ratify the agree- 
ment). Argentine credits have gone to other European and 
Latin American countries to the total of $580 million. But 
all these efforts do not make Argentina the great source of 
machinery, industrial and consumer goods which all the Latin 
American republics so urgently need. If it became known at 
Petropolis that the possibility of a Marshall Plan lay behind the 
American plan for unified hemisphere defence, Argentina might 
be left in lonely eminence in its opposition to anything more 
binding than the unanimity rule. 

Mr Marshall has made it clear that he is not offering another 
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plan and that the discussion of economic issues. must) wait. for 
the general conference at Bogota next year. The general view 
in the State Department is, however, that the rapid 
of the Latin American reserves is due in large measure to, the 
incompetence of the. governments—to their failure to, 
centrate on essential goods, to keep a_ reasonable 
level, to institute proper systems of taxation. There is also a 
widespread conviction that more aid should await some 

ment of Latin America’s large and various foreign debts....At 
the same time, it can be argued that the restoration of Europe 
—which is sull Latin America’s chief export market—would 
indirectly assist economic stabilisation in Latia America, The 
offer of a Marshall Plan at this Conference or in any i 

future is therefore out of the question and the response of the 
I.atin American republics to sweeping commitments in the 
military field will be correspondingly cautious. Their caution is 
Argentina’s opportunity and it will be exploited to the full, . 


What Went Wrong? 


HE balance of payments was invented less than forty years 
ago by a young official of the Board of Trade who is still 
very much alive. It was in those days an obscure inhabitant of 
the statistical menagerie. Indeed it was not until several years 
after the end of the first war, when Keynes took the subject up 
in a number of articles in the Economic Journal, that the balance 
of payments began to be familiar even to the academic fraternity. 
And even then it was regarded as no more than an interesting 
and illuminating manner of setting out, after the event, a record 
of what had happened in a country’s international transactions, 
about as harmless and non-controversial as a rainfall table. It 
would have been difficult to imagine then that a day would come 
when the balance of payments would dominate the political 
scene, when its component items would be wrangled over in the 
House of Commons and when defects in the balance of payments 
would undermine the stability of Governments. 

The ordinary newspaper reader has learned in ‘the past few 
years what the balance of payments is. But he is still a little 
bewildered, in all the argument, over what exactly has gone 
wrong with it, over what governs the chances of putting it right, 
and over what moral to draw for the future economic policy of 
the country. It is proposed in a short series of articles to attempt 
to elucidate some of these mysteries. 

The obvious starting point for any such discussion must be 
the balance of payments for the year 1938. In a simplified form 
of the version given in the latest National Income White Paper 
(Cmd. 7099),* the figures are as follows (in millions of pounds) ; 


Imports:ot goods. ........- 835 Exports of goods........ 533 
Govt. expenditure overseas. _16 Receipts of interest, etc... 205 
Payments of interest, etc.... 30 Other “‘invisible” exports. 200 
Other “‘invisible” imports... 127 DeGGt sj sae ise ost. Gi8 70 

1,008 1,008 


The position revealed by these figures was not particularly 
creditable; it is not a healthy sign for a mature country to show 
2 deficit in its annual accounts, But the deficit (if there was one 
at all—there is some reason to suspect the figures of undue 
pessimism) was small ; it was less than 10 per cent of the gross 
turnover and less than 2 per cent of. the total overseas capital 
of the country. In fact, it probably did not greatly exceed the 
sinking fund payments and other returns of capital that were 


a }Pisis ‘wernions diSere slightly feeni the Board ef’ Tebiie estimates; in 
that imports’ are included at their f.o.b. values and the element of 
shipping, insurance, ctc., that enters into the c.i.f. prices at which they 
act declared 10'the Custennt is tere’ reckoned (iisolar ss i paid've 
foreigners) as an “ invisible ” 





made to the United Kingdom in the course of the year. It. was 
certainly no cause for alarm, and if a return could now be made 
to a deficit of only £70 million a year, loud hosannas would be 
uttered on every side, 


Actually, the deficit in 1946 was estimated at {400 million, 
as follows: — 


Imports of goods.......... 1,110 Exports of goods........ 890 
Govt. expenditure overseas. 300 Receipts of interest, etc... 150 
Payments of interest, etc.... 70 Other “invisible” exports. 222 
Other “invisible” imports... 182 Dehtit i504. Heel. tk 400 

1,662 1,662 


How had these changes come about ? It is possible, in an illus 
trative and not over-accurate way, to isolate each of the causes 
that has combined to produce the result. 

The first is the change that has taken place in the yoke 
trade in goods, as distinct from the values placed upon the 
goods. In 1946, the volume of imports was only about two 
thirds of the 1938 level ; the missing one-third was plainly felt 
in the general shortage of all foods and raw materials, The 
volume of exports, on the other hand (including re-exports of 
imported merchandise) was only about 10 per cent lower last yeat 
than in 1938. If these had been the only changes that had takes 
place they would have improved the position by some {220 
million and turned the pre-war deficit of £70 million into 4 
surplus of £150 million. Those who, in this or other countries, 
feel the temptation to place the blame for Britain’s balance-of 
payments difficulties on some sudden improvidence of ‘the 
British people might reflect on this numerical measure of what 
would have happened if austerity and abstinence had been left 
alone to show their effect. 

But of course they were not left alone. The prices both of 
imports and of exports rose very sharply. ‘The difference in | 
degree of their rise was not very great ; according to the 
of Trade’s estimates (referring to categories defined somewhat 
differently from those used in the tables above) import prices 
in 1946 wete 210 per cent, while export prices were 196 3 
cent of 1938. But a point that is not always appreciated is thal 
any rise in prices, even. if it bears equally on imports and : 
works to the disadvantage of Britain, which is much more & 
a buyer than of a seller. Thus if import and export prices 





impartially doubled between 1938 and 1946 and nothing else 
had altered, that alone would have been enough to add £300 
million to the deficit... Of course, if the “invisible” items 
were also affected to the same extent, some of this loss would be 
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secovered. But though some of these invisible items are swollen 
by generally rising prices, few of them respond at once or in 
full degree, and some do not respond at all. In rough numerical 
terms, it can be said that, of the national saving of £220 million 
made by the great cut in imports, about £70 million was. lost 
by the fact that prices rose and a further £70 million by the 
fact that they rose unequally, 

The other items making up the post-war deficit can be read 
off the tables. Government expenditure overseas was £284 
million higher than in 1938. Net receipts from interest and 
dividends were £95 million lower and net receipts from “ other 
invisibles” (shipping, insurance, banking, film remittances, 
tourist expenditures and the like) were £33 million lower. 

The full reconciliation is thus as follows: — 


1938 deficits wrx neeiné cb i vseats eas WRsey coebigdes 00h 70 
[:ttect of reduction of volume of imports and exports.. — 220 
Effect of fact that prices ros@« ooo eet cece 70 
Effect of fact that they rose unequally ....... 22.00.54 70 
Increase.in Govt. expenditure... 05. see bee es tweess 284 
Reduction in interest receipts, ..........ceceeeeeees 95 


Reduction in other invisible income 


19A6 BOO sive knnsink sath pehdcltenundind és 400 
It should be added that in the first half of 1947, the volume 
of imports increased more rapidly than the volume of exports, 
which added to the deficit at the annual rate of about {£40 


311 
million. Moreover, prices shot up still further and: stil! more 
unequally. If both had risen only as much as export prices, 
that would have cost the countty about £35 million a year. 
The additional rise of import ‘prices added a further £100 
million on an annual basis. These additions would have raised 
the annual rate of deficit to about £575 million. Of the * in- 
visible” items, the “ Economic Survey for 1947” anticipated a 
reduction of £125 million in Government expenditure overseas 
and some slight improvement in other invisibles. 

It should also be explained, parenthetically for the ‘purposes 
of this series of articles, that the “ deficit” as used here is by no 
means synonymous with the amount of dollars that the British 
Government requires, For one thing, the general deficit may 
cover a surplus in trading with one group of countries and an 
even larger deficit with another group, «As is:notorious, this has 
been the case. Secondly, Britain has had to find.the. dollars 
needed by the other members of the sterling area and by the 
British zone of Germany. These dollars provided for others 
amounted, in the first half of. 1947, before the crucial date of 
July 15th, when the convertibility obligation came into effect, to 
£111 million. Since July 15th, as everybody now knows, Great 
Britain has. been providing dollars for all the world. 

A following article will discuss.some of the factors that will 
determine the future course of the British balance of payments, 


Australia and the Japanese Treaty 


N order that Australia should play an influential role in inter- 

national affairs two things were necessary: that Australians 
should be aware of. the existence of the world and that the 
world should be aware of the existence of Australia. The first 
of these conditions has been fulfilled as a result of the Pacific 
war and the great southward drive of Japan in 1942 to Timor, 
New Guinea, the Solomons and the very fringe of Australia 
itself. Before this, Australia and New Zealand had indeed 
taken part in the wars of the Empire or Commonwealth, once 
in South Africa and twice in Europe and the Middle East ; 
to that extent their citizens could not but know that events 
beyond their encircling seas might involve them at any time in 
military expeditions and sacrifices. But such participation in 
world affairs remained on the whole indirect, even after the 
Statute of Westminster ; there was no sense of immediate 
danger to Australia or of need for an independent foreign policy. 
Australia and New Zealand had no land frontiers and no sea- 
power scemed to be within striking distance ; between the 
Pacific Dominions and remoter dangers the British Navy 
interposed its shield, and Anzac aid im an emergency was 
fequital for this abiding protection. That was as far as either 
Dominion need really be involved ; world politics were for 
London to worry about. ' 

But in 1942 this conception—or, rather, this instinctive atti- 
tude—was violently upset. Neither the British nor the 
American Navy was able to provide protection ; Australians 
suddenly found themselves alone facing possible invasion by a 
swarming and cruel Asiatic enemy. The shock was greater 
than has perhaps ever. been fully understood in Great Britain. 
Without any wish to sever the ties of the Commonwealth, 
Australia was forced by circumstances to a new independence 
and self-reliance, to a new consciousness of political and strategic 
interests in a world wherein distances which had seemed infinite 
had been so drastically contracted, Japan’s mushroom, empire 
has crashed in ruin, but Asia. remains, a vast. enigma looming 
on the horizon of the Near North, full. of incalculable. possi- 
bilities, In the island of Jaya alone there are six. times as many 
People as in the whole of Australia ; in the two. Indias, South- 


East Asia, China and Japan together. there are about, 130 times 
as many. There can be no return to the old Antipodean seclu- 
sion, nor yet to the old willingness to leave world affairs to 
Britain. With the best. will in the world, John Bull, living on 
the western fringe of Europe, cannot see things in the same 
perspective as they appear from down under in the longitudes 
of Tokyo, Vladivostok and Shanghai. And even if he: did, he 
might not be able in the future, as he was not able in 1942, to 
do very much about. it. 

Australia, therefore, is irrevocably concerned. about the world, 
and especially that part of it which borders on the Pacific Ocean. 
But Ausiralia’s concern is not by itself enough to make Australia’s 
voice heard. A country, or even a continent, with a population 
of 7,000,000 (which may be reinforced. with. one and a half 
million New Zealanders) . requires..to assert itself. rather 
emphatically in the international arena if it is to make larger 
nations take notice of its policies and opinions. . Thus to put 
Australia on the map in international politics has been the pur- 
pose of Dr Evatt, and he has been aided in his task by the 
traditional Australian lack of reverence for the. hierarchies of 
rank and status. In the last two years Australia has become 
famous (or, from some people’s point of view, notorious) for the 
public baiting of Great Powers. At the San Francisco Conference 
there was an excited tremor of anticipation whenever Dr Evatt’s 
initial words, “ Speaking for Australia .. .” were heard in the 
hall, for everyone knew then that Mr Molotov was about to get 
what was coming to him. At. the Paris Conference, too, the 
delegates of the smaller European Allies listened with envious 
admiration to audacities of speech which they deemed it unwise 
to permit themselves in controversy with Great Powers. 

Moreover, it was not only towards the Soviet Union, so jealous 
for the rights of the strong against the weak, that Australia 
showed. this boldness—which the cynics could. explain by 
reference to Australia’s remoteness from any: Soviet, frontier’; 


‘even, for a Power on whose ,goodwill. Australia) might seem 


much more dependent the lash of. public criticism. was not 


‘spared. In. Tokyo, when, it proved diplomatically impossible 


to add Australia as a fifth to, the Big Four represented on, the; 
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Allied Council, the British Government agreed that Australia 
should exercise the nomination on behalf of the Common- 
wealth, so that an Australian, Mr McMahon Ball, found himself 
in the select company of the representatives of the United States, 
the Soviet Union and China, “ advising” General MacArthur 
on how to administer Japan. General MacArthur had never 
asked for these advisers, as he thought he was getting along 
quite nicely without them ; he was, however, prepared to tolerate 
them provided they did not speak until they were spoken to 
and then not for long. The Soviet representative, General 
Derevyenko, showed himself from the start unwilling to play 
che humble role the Supreme Commander assigned to him, but 
in America it was by this time well known that Russia was out 
to make trouble, and General MacArthur’s reputation, on the 
whole, gained rather than suffered from his sniping. 

It was otherwise with what the General himself plaintively 
described as the “ pin-pricking ” tactics of Mr McMahon Ball. 
He could not simply be dismissed as a Bolshevik, and his unkind 
analyses of the reassuring reports sent in from Allied Head- 
quarters were deemed both impertinent and ungrateful, coming 
from a small nation which General MacArthur considered him- 
self to have saved from destruction during the period of his 
enforced absence from the Philippines. But there was nothing 
the Supreme Commander ‘could do about it, by however many 
pins he was pricked. It would have been an international im- 
propriety to send a squad of marines to throw the other Mac 
into the Sumida. The pricks went on getting worse, until the 
Australian delegate brought matters to a head by speaking of 
the Supreme Commander’s record as “ eighteen months of con- 
tinuous failure.” There was alarm in his entourage lest the 
Supreme Commander should have a nervous breakdown. 


* 


It was at this moment of crisis, in the hottest and dampest 
time of the Japanese summer, that Dr Evatt arrived in Tokyo. 
He was the only man who could deliver General MacArthur 
from Mr McMahon Ball. This put him in a strong diplomatic 
position, and the removal of the obstreperous Ball—who 
resigned when he found himself unaccountably deprived of his 
superior’s support—was not effected without a deference on 
the part of General MacArthur for the views of the Australian 
Minister for External Affairs such as could not have been 
expected a year ago. General MacArthur was now fully 
educated in appreciation of the importance of Australia and 
Dr Evatt has returned to Canberra, after reaching agreement 
with him and his State Department advisers on a wide range 
of topics, in time for the opening of the Commonwealth 
Conference for discussion of the peace treaty with Japan. 

Dr Evatt’s great fear has been that the Japanese treaty would 
be prepared by the same procedure as the treaties with Italy 
and the other European satellites—that is to say, that the drafts 
would be drawn up by the Foreign Ministers of the Great 
Powers and then steam-rollered through the wider Conference 
‘which would be summoned to approve what had already been 
‘decided. It was known: that Russia insisted on this course, and 
for a long time it was not certain that the United States and 
even Great Britain (in spite of the strain on Commonwealth 
ties) would effectively protest. But the development of 
American-Russian relations has worked in Australia’s favour, 
for Washington has for some time been completely disillusioned 
about the prospects of combined Great Power direction, and is 
much more inclined than in 1945 to trust to the wisdom of 
wider international gatherings. The United States has there- 
fore invited all the ten other nations already represented on the 
Far Eastern Commission to a preliminary Conference for draft- 
ing a Japanese peace treaty. Russia has objected and demanded 
that the matter shall be first referred to the Foreign Ministers’ 
Conference—which would, of course, exclude Australia. The 
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other nations, however, have accepted the invitation and wil} 
presumably hold the Conference even in the absence of na 
if the latter should finally decide not to attend. Me 


In an eleven-nation Conference Australia and New Zealand 


together (for the outlook and interests of New Zealand are; ‘qq 


Pacific questions, generally in accord with those of Australia), 
would in any case have a good chance of pressing their views, 
But Dr Evatt has also been anxious that the British Govern. 
ment shall be fully acquainted with Australian aims so that 
there may be a maximum of co-ordination between the members 
of the Commonwealth before the Conference opens. Hence the 
call for a Commonwealth Conference at Canberra, which, by 
its very location, emphasises the initiative of the South Pacific 

Dominions in a matter of general Commonwealth concern, 
reversing the relation with the United Kingdom which normally 
prevails with regard to European or Middle Eastern issues, 
This initiative is welcome in London, where Australia’s special 
position in Pacific affairs has been clearly recognised since the 
war and the idea of a regional Australian leadership within the 
Commonwealth has been fully accepted. But the move pro- 
voked some sharp criticism in America, and accusations that 
the Commonwealth nations, in spite of their claims to haye 
independent policies, were “ganging up” against the United 
States in advance of the Conference. Dr Evatt, however, has 
largely taken the sting out of this attack by going first to Tokyo 
for discussion with General MacArthur. What, indeed, is in 
process of formation appears to be not so much a British 
Commonwealth bloc as an Evatt-MacArthur bloc, for which the 
support, on broad lines, of the United Kingdom will be invited, 


* 


General MacArthur’s views are not necessarily those of the 
Administration in Washington, still less those which Congress 
would now endorse. But the General is in himself a major 
political factor and in one crucial respect he stands on common 
ground with Australia. He certainly wants to see American 
power maintained in the Western Pacific and is opposed to any 
reversion to isolation in the Western Hemisphere or to the pre- 
war situation when the United States had no real bases west of 
Hawaii. He is on record as an advocate of American retention 
of the Ryukyu and Bonin Islands as well as of the former 
Japanese Mandated Islands for which the United States is now 
trustee. It is in such a massive American barrier athwart the 
Pacific that Australia sees her own future security against any 
possible aggressive combination which may be formed in East 
Asia. For any threat by way of the Indian Ocean, defence must 
still be concerted primarily within the British Commonwealth, 
but in the Pacific it is recognised that American power must 
be the key to security. 

Dr Evatt is reported to have returned from Tokyo satisfied 
that the disarmament of Japan has been effectively carried out 
and that the reduction of Japan’s territory to the four home 
islands has taken away both the strategic springboards and 
the raw material resources needed for an aggression similar to 
that of 1941. Further, in the view now propounded by 
Dr Evatt, Japan should be kept in check after the conclusion 
of a peace treaty by international control of its raw material 
imports, but should not be unduly crippled by demands for 
reparations. This corresponds closely to known American e 
What Australia expects from America and Britain is above a 
consideration for her economic interests in such matters a8 
‘Antarctic whaling, This is a problem which will no doubt be 
on the agenda for the talks with Lord Addison. It will 


be a great advantage if a British-Australian understanding 2 
can be reached on these and other points ; on the desirability of 


the persistence of American economic and strategic interest in 


the western Pacific there can be no difference of opinion berweet. 


any of the Commonwealth Governments. 
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Farming Forethought or First Aid ? 

Mr Williams’s new deal for agriculture begins and ends with 
the aims announced a fortnight ago by Mr Attlee. The total 
target remains 4 20 per cent increase on current output by 1951-52 
—roughly a hundred million pounds’ worth of additional 
food, concentrated mainly on dollar-saving products. The 
heaviest emphasis is to be laid on livestock and livestock products, 
though 400,000 acres of linseed are to be grown and part of the 
wartime expansion of the wheat and barley acreage is to be re- 
stored. The means include high priority for farm housing and 
machinery, recruitment of both British and foreign labour, a sub- 
stantial increase in imports of feeding stuffs and heavy increases 
in farmers’ income designed, in particular, to increase farmers’ 
funds for investment. Substantial price increases will come into 
full force for the 1948 crops ; new acreage payments are offered 
for wheat, potatoes and ploughing-up ; there is to be a scheme 
for encouraging the conservation of grassland ; and there will be a 
free service of artificial insemination and a new livestock subsidy. 

The aim of this programme is basically sound, though open to 
criticism in detail—notably in the stress laid even now on cereals. 
But the means proposed raise two main queries, First, will the 
inducements Offered be effective for the purpose and within the 
time-limits proposed? The White Paper on the Post-war Contri- 
bution of British Agriculture to the Saving of Foreign Exchange, 
like the present programme, assumed that an increase of 15 per 
cent or so in total output above the 1943-44 peak would be possible 
by the early “fiftics. But that was on the assumption that action 
to this end would have begun in good time and have been pressed 
with accurately planned incentives to farmers ; and Mr Williams’s 
programme starts late, with the disadvantage of the 1946 live- 
stock cuts, and with a battery of incentives many of which, at least 
at first sight, are far too loosely related to the finished product 
required—and notably to the need for investment. If the aim 
is, very rightly, to increase the capital equipment of farming, 
would it not have been better to supply finance directly for that 
purpose and nor merely to hope that the high standard of living 
of farmers may overflow a little into the machinery pool? Success 
may take longer than Mr. Williams thinks ; and where, in that 
case, is the much-needed long-term programme for the all-round 
reorganisation of agriculture—the surest ultimate guarantee of 
productivity? As a crisis programme this will pass ; but first aid, 
not planning, is what it frankly is. And when, if ever, will the 
long-term vision of the Socialist planners cease to resemble a 
Tory landlord’s dream? 


* * * 


The Indian Boundary Award 


After all that has happened in India it was too much to 
hope that any awards made by the Boundary Commission. would 
meet with general approbation. All-rourd disapproval is_per- 
haps the best evidence that the decision was impartial. The 
burden of decision rested on the British chairman, as the four 
Indian members of the Commission failed to reach agreement ; a 
man unsure of himself might well have given way under the 
strain, but no one has ever been able to imagine a situation in 
which Sir Cyril Radcliffe’s equanimity would be disturbed. The 
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loudest outcry has come from the Moslem side because of the 
inclusion in India of certain Moslem-majority districts of the 
Punjab to conform to the grouping of communications and irriga~ 
tion canals. Lahore goes to Pakistan and Amritsar to India; 
the frontier cuts through a densely peopled and wealthy area and 
several Moslem League leaders are said to have been left with 
their properties on the wrong side of the border. On the other 
hand, there is sharp criticism from the Hindu side because the 
Sikh claims for inclusion in India of their sacred shrines have not 
been fully met. The Bengal frontier does not appear to have 
been so much condemned, for it was generally anticipated that 
Calcutta would go to India, but even here the Indian members: 
of the Commission were unable to agree. 


SCALE IN MILES 


Pe 


Pakistan 


There may be dispute, not only between the contending parties, 
over the justice of the award, but it is the judgment of an 
eminent lawyer who has no conceivable axe to grind. in Indian 
politics, and both the Indian and Pakistan Governments agreed 
in advance to abide by it. So far, in spite of all the bitter feelings 
aroused, they have shown the will to do so, and in the danger 
area of the Punjab a special force under a British commander 
has been doing its best to keef' order. Rioting and gang murders 
are still widely prevalent in the central Punjab ; with the announce- 
ment of the award,.the community which in each locality knows 
that it will have the ascendancy in future seeks to press its advan- 
tage over its enemies, while the latter either defend themselves or 
have a last fling before emigration to the other side of the new 
frontier. But this paroxysm of violence will gradually subside 
if it is not renewed by action of either or both of the Govern- 
ments concerned. Partition was bound to be an unpleasant busi- 
ness for a considerable number of people and there will be—as 
there has already been—large-scale emigration both ways in conse- 
quence of it. But there will be many- millions of the minority 
communities on both sides who will remain—for no general 
exchange of populations is possible—and it is on the toleration 
shown towards these by each Government in its own territory 
that the harmonious development of India-Pakistan relations will 
depend. 

* * ®t 


The Security Council and Indonesia 


The Security Council, having taken the, plunge into the 
Indonesian question, is now in it up to the neck. A letter from 
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a correspondent appearing on page 321 shows that non- 
Europeans are toate aware of the significance of the Council’s 
action in assuming jurisdiction in the dispute, th no ciause 
of the Uno Charter gave it @ proper ground for so. The 
precedent means that from now. on the Security Council can claim 
an unlimited right of intervention in any internal disturbance 1n 
a territory which can be classified as “colonial,” irrespective of 
formal sovereignty. The zeal with which Mr Gromyko has been 
pressing the case indicates the Russian anticipation of political 
gains likely to accrue from the widening of the wedge, Russia 
being itself protected by the formal differentiation of its non- 
Russian territories from “colonies.” Of the situation which has 
arisen Dr Sjahrir has naturally taken the fullest advantage, and 
the Indonesian Republic has frustrated the American attempt to 
remove the dispute from the Security Council and get it settled 
by direct Dutch-Indonesian negotiation. Dr Sjahrir has insisted 
on the dispute remaining before the Council, and by obiaining 
the right to be heard by the Council he has practically gained 
diplomatic recognition for the Republic as a belligerent state. 
The Dutch, fighting a hopeless rearguard action on their legally 
correct argument that the case was within their domestic domain, 
have now fallen back on a proposal for investigation by neutral 
Consuls in Batavia of the observance of the “cease-fire” order 
and a further inquiry by an impartial commission which will 
report to the Council. This plan was supported by China, which 
has a special interest in an Indonesian settlement on account of 
the sufferings of the Chinese communities in the islands, and 
approved by the American delegate ; the Council on August 9th, 
however, adjourned for three days without reaching any decision. 
Meanwhile, guerilla warfare’ continues in Java, though the Dutch 
refrain from advancing further. 


~ x x 


A Labour Asset ? 


Mr Churchill’s first broadcast of the election campaign two 
years ago Was a mot unimportant factor in the Labour victory, 
and his address last Saturday has at least allowed Labour to 
breathe again. Rarely can any Government have laid itself so 
wide open to constructive criticism as Ministers have done in 
the last few weeks, and rarely can any situation have offered 
greater scope for Mr ChurchilJ’s own special skill in rallying the 
nation under the slogan of blood, sweat and tears. The 
new system of direction of labour, with its outright attack on 
freedom, its glaring class distinction and its complete ineffective- 
ness against the real drones, of course deserves everything he 
said of it, and so also does the general failure of the Government 
to govern. It is not hard to criticise this Government negatively. 
And yet, even on the ground of negative criticism, some of the 
Churchillian rhetoric went astray. Is it really mecessaty at this 
time of day to re-hash the eternal Tory tale of putting party 
first? It is, of course, true that the Labour Party has insisted on 
carrying through a large part of its programme in the face of 
Conservative and, often, Liberal opposition. But-it is also true 
that some of the most important controversial measures have been 
vital even in the short run ; the nationalisation of the mines is the 
great example. Not all the others can be condemned on their 
individual merits. And the Labour programme of control and 
nationalisation as a whole has had at least this advantage, that no 
Government which failed to go some distance along that way 
could have won or held the confidence of many of the most 
important groups of producers. The Labour Party may have 
gone too far, but is it not fair for the non-party elector to con- 
clude, from speeches such as Mr Churchill’s, that mo Conservative 
government would have gone nearly far enough? 

On the more constructive side, the Churchill programme 
arnounts to two things: to stop emigration and to get back to com- 
petition. The first aim is academic in the short run ; for ship- 
ping difficulties will do Mr Churchill’s work for him. In the long 
run, Opposition to emigration may well prove completely wrong- 
headed ; and Mr Churchill’s view has indeed already drawn a well- 
deserved rebuke from the Australian Minister of i 
As for getting back to competition, that is of course part of the 
answer ; but it is far from being the whole of it. There are 
controls to be stiffened, as well as controls to be relaxed; a 
what the public hoped to hear was which controls, in | 
Churchill’s view, should undergo which process, which 
should be made and which new incentives were required. — 
asked for a programme, and was given rotundities. Six y 
Pa have moved the people; but now the’ people 
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Should We De-populate ? nde 
<a i 


To have stimulated Mr Calwell’s comments on migration 
is, at least, one useful. result of Mr Churchill’s . 
for the Australian policy outlined clearly desezves very 
consideration. From Australia’s point of view, the basis of ithe 
argument is fear of the Japanese ; and Mr Calwell very frankly 
gave this as his reason for setting a target of twenty million popu. 
lation as against Australia’s present seven and a half, | : 
Japanese domination is, of course, by no means the end of t 
story ; for the social development of Australia itself nt 
demands additional population to be housed, not in the gia; 
cities or the countryside, but in new small and medi re 
towns of the size and type aimed at in this country under gh 
New Towns Act. A healthy social development can only b 
attained by a wider spread of the population in a number of 
comparatively small units, accompanied by a rapid further deye. 
lopment of Australian industries ; and it is quite clear that th 
quickest and best way to such development is through | 
and carefully-planned immigration. From the British point of 
view, there is clearly a great deal in Mr Calwell’s point that both 
strategic and economic motives would justify dispersing ten o¢ 







‘fifteen million of the inhabitants of Great Britain among the 


Dominions. The strategic argument needs no emphasis ;.and 
an uneasy suspicion is beginning to dawn that the difficulty of 
feeding fifty million people in these islands in the prospective 
conditions of world trade may give the economic argument at 
least equal point. % 
There is, of course, much to be said on the other side. Will 
Australia take the old, the halt and the maimed as well as the you 
pioneers ? Over what period should the transfer be p "t 
itis to be planned at all ? Mr Calwell mentioned two eae 
or roughly half a century. Is thar a fair estimate? Where do 
the other Dominions come in? How are the difficulties of the 
transitional period in this country to be overcome? Even were 
it. conceded that Britain might be more prosperous with 
35 million people than with 45 or 50 million, the decades a 
decline separating the two stages would certainly be 
uncomfortable. How is the necessary new capital development 
in the Dominions to be provided for, and, in particular, worked 
in with developments in this country ? And, on the international 
plane, ought Mr Calwell to be quite so categoric about cn- 
trating mainly—almost entirely~on people of _ British ak 
Granted that his aim is the reasonable one of strengthening the 
power and influence of British ideals in the world ; yet surely 
that is consistent with a substantial amount of immigration from 
other sources? And might it not be better to start with these 
other sources—displaced persons, for example—and leave a flood 
of British immigrants till later ? All these questions are pertinent. 
But none of them detracts from the fact that this is an important 
proposal which deserves more careful examination than it is, 
unfortunately, likely to receive. : 


® 2 te 


Carpenters’ Poles ‘and Higher Politics 


It becomes more and more clear as time goes on that the 
trade union movement is in no fit state to contribute to the 
improvement of incentives and output on the site and in 
factory. Intelligent personnel management is making a big and 
increasing contribution in this direction, and it is becoming less 
and less true to say that the great obstacle to progress is on the 
managerial side. How far the contrary is the case has rec 
been illustrated by the success of the Cotton Board’s rec 
drive, based not only on the admirably conceived operations 
the Cotton Board itself but also on the active co-operation of 
managements ; in, it should be noted, what has hitherto beea 
regarded in labour matters as a backward trade. By contrast, the 
labour movement at the bottom is still only too often found in 
the state of mind gf the Hastings building workers discussed if 
the succeeding Note, or of the workers on another site who 
recently refused to allow fully-trained Poles to transfer from work 
as labourers to carpenters. There are good will and pious inten 
tions to be found in high places in the trade union movement | 
and a great deal of intelligence waiting for leadership among the | 
shop stewards. But the two are still not brought together, and 







the rank and file. Managements have long ago understood that | 
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unions mean serious business over either industrial democracy 
‘or the production: drive, they might do’ worse than ‘to start by. 
calling in an outside expert or two to instal modern organisation 
and methods in their own machine, 

But, if the trade union movement is ineffective in the factory or 
in its own domestic affairs, that*does not*necessarily impair its 
influence in high politics. The agenda for next month’s TUC, 
covering as it does most of the field/of crisis planning—and such 
gaps as there are, notably on the new issue of direction of labour, 
will be filled by the time the Congress meets—heavily emphasises 
what is for the moment the movement’s main responsibility. 
Perhaps it cannot control its lunatic fringe, and perhaps it cannot 
provide effective leadership in local matters, But at least it can 
help, and help powerfully, to promote clear thinking on economic 
matters both in the Government and in the country as a whole. 
The resolutions on the paper are frequently constructive, some- 
times—as on so-called comprehensive planning—understandably 
misguided, and sometimes again, as on Franco Spain, both irre- 
levant and futile. If the union leaders can ignore the third cate- 
gory, clear away misconceptions on the second, and weld the 
first into a balanced programme for economic advance, they will 
have done an invaluable service alike to the Labour movement 
and to the country. And, by contrast with the movement’s poli- 
tical leaders, it is not inconceivable that they might. 


* * x 


The Battle of Hastings 


In any consideration of organised labour’s attitude in the 
crisis, the Hastings case is indeed worth studying. It would have 
been pleasant to turn from the well-meant but uninspiring ex- 
hortations emanating from Downing Street to contemplate the 
sturdy native commonsense of the unconquerable British people 
facing crisis with that genius for improvisation, that capacity for 
pulling the vital extra ounce of energy out of a hidden reserve, 
that gift for sinking class and party differences in emergency— 
if only the evidence of these admirable characteristics were avail- 
able. Instead, there appear week by week reports of the deliberate 
crushing of some. manifestation of energy, enterprise or public 
spirit, sometimes by the steam-roller of state control, but just as 
often in response to what is still evidently the guiding passion of 
trade unionism—the ‘stolid determination not to allow the quiet 
progress of the good unionist through his appointed stint to the 
end of his ed day. to..be disturbed: by any -inconvenient 
pacemaker-with a desire to-eatn a bit more or to assist his neigh- 
bourhod or country. The issue which came into the open at 
Hastings was that seven bricklayers were suspended by their 
union because, on a corporation contract held up by labour 
shortage and last winter’s weather, they agreed to work an hour’s 
overtime daily for rwo For every such active defiance 
of ca canny, how many submissions must translate themselves, 
unpublicised, into uncompleted schedules, flagging production, 
soaring costs, and other ingredients of crisis? | 
_In this case the ban on.overtime was supported, by the local 
joint committee for the building industry, on which employers 
as well as-unions are represented, A few years ago the ban might 
have been excused on the grounds of looming unemployment ; a 
few months ago, because bricks were short. Deprived of either 
justification, the Council opines that-“8} hours is quite long 
enough for a bricklayer to give of his best.” Which bricklayer? 
Jones, Brown or some’ Platonic ideal ; old or young, fit or ailing? 
What would be inadvisable to some must be forbidden to all ; 
So runs the creed. The working man is collectively all-wise, all- 
good, and all-enlightened ; but individually he is an imbecile babe 
who must on no account be allowed to decide for himself whether 
he is tired or not, whether he would prefer an hour’s leisure to 
an hour’s pay, or whether he shall or shall not respond, in the 
hour of his country’s need, according to the measure of his 
Strength and skill. “Work or Want,” say the posters, while the 
State revives wartime measures of labour direction. “ Dawdle or 
be suspended ” answers the trade union movement ; and it is not 
hard to see which voice is generally obeyed. 


* a” * 


East European Trials 

_ When the Russian press and the Russian radio survey 
Britain’s economic cfisis and ‘smugly suggest how much better 
off the British people would be if they could co-operate with the 
“democratic reconstruction” of Eastern Europe, they are pre- 


sumably unaware of the deplorable <ffect on Western opinion 
of such political trials as those of Mr Petkov in Bulgaria and 
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Dr Furlan in Slovenia. Mr Petkov’s record as a democrat 
-anti-fascist goes back to the days long before the war 
be either the one or the other in Bulgaria meant the risk 

and assassination. He was a founder of the Fatherland Front, 
which seized power from the Germans in 1944, and was Deputy- 
Prime Minister in’ the first liberated government. After his 
resignation in August, 1945, he led the legal oppositién: Now 
he has ‘been arrested on the charge of plotting with the Western 
Powers to overthrow the regime, tried by his Communist 
opponents on trumped-up evidencé and sentenced to death. The 
case of Dr Furlan is very similar. Before the war, Dr Furlan 
was well known for his democratic and radical views. He went 
into exile in 1941, was one of the first Jugoslavs in London to come 
out in support of the ideals and social aspirations of the Partisan 
movement, and in 1945 went back to take up his University duties 
a* Ljubljana as a keen supporter of thé regime. He maintained 
normal links with British friends, but when he was arrested 
for “espionage for a foreign Power,” not one word of evidence 
could be produced to prove the charge. Yet he too is condemned 
to death. 

What can the Western world think of all this? In Britain, 
in particular, fair trial and due process of law are felt to be 4 
mote important pillar of free society than the vote itself, More- 
over, what hope is there of international understanding if mere 
friendly contact with a foreigner makes a man liable to a death 
sentence? A single trial may seem a small thing in the wide 
sweep of world events, but the manner and methods of these 
trials throw a devastating light on the systems perpetrating 
them that they undermine at a stroke any Western desire for 
closer relations which may have been aroused by other aspects 
of the new East European regimes. 


hi 


Burma and the Border Peoples 


The assassinations in Rangoon have not been followed by 
any general upheaval in Burma and the constitution-making work 
of the Constituent Assembly has continued without interruption. 
The most difficult problem to be solved by the makers of the 
new Burma has been to find a method linking the border 
peoples. to Burmese. Burma.in.a stable federal-union..... The-three 
major non-Burmese units are the Shans, the Kachins and the 
Karens, It appears that agreement has now been reached with 
the Shans and Kachins, but not yet with the,Karens ; the con- 
stitution as adopted leaves it open for the Karens to come in 
when terms are settled. On paper at least the settlement with 
the Kachins and the Shans has been a generous ‘one ; each is to 
have .a semi-gutonomous.state with a head who will also have 
a seat in the Union Cabinet and a State Coungil composed of 
members elécted from the state ‘to the Union Parliament., The 
Kachin State will cover the present Bhamo and Myitchima,Dis- 
tricts and will include a number of Burmese within its borders. 
The trouble with the Karens is that too many of them are spread 
over areas required for the territorial coherence of Burmese 
Burma for an ethnically comprehensive state to be set up on the 
same lines, The area proposed by the Burmese for a Karen 
State would only include 130,000 out of the 1,200,000 Karens. 
Moreover the Karens have a higher degree of national political 
consciousness than the Shans or Kachins and their separatist seriti- 
ment was heightened by the events of the war; they never tock 
part in the pro-Japanese orientation of the Burmese nationalists 
and they have beheld without. pleasure the killing of the fatted 
calf for the prodigal son. Their geographical position close to 
the sea gives them a wider freedom of choice for political links 
than the inland Shans and.Kachins can have, and if the Burmese 
want them within their federation they will have to woo them 
more discreetly than they have done so far. British mediation 
may perhaps help towards a settlement ; Lord Listowel, who still 
retains his office of Secretary of State for Burma though his 
duties with regard to India have now lapsed, is to visit Burma 
accompanied by Sir Gilbert Laithwaite of the Burma Office, 
and the deadlock withthe Karens will be one of the matters 
demanding their attention. ~ 


* tt Fa 


Beforesthe Palestine Report 
Press have tended) to write down the importance of 
the United Nations Committee on Palestine on the grounds that 


it would be unlikely to produce unanimous recommendations. 
This- is indeed likely;-but-it-is now clear that the Committee is 
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proving itself to be in the main a responsible and level-headed 


body and its majority report may well make specific and workable - 
recommenda 


tions to the 

Report will be submitted. 
The Assembly will not be unduly handicapped by procedure 
in dealing with the issue. Unanimity is not required for a 
recommendation of the Assembly, which on a major question 
of this kind, however, must get two-thirds of the votes. Such a 
majority might be secured for some positive recommendation 
on Palestine. And it is worth remembering that, in framing such 
a recommendation, the Assembly is not in any way restricted to 
the trusteeship provisions of the Charter. That procedure would 
have required the mandatory to submit its trusteeship proposals, 
and until that initiative had been taken, the United Nations could 
not act. Britain at present administers Palestine in accordance 
with the resolution of the Assembly of the League of Nations 
at its 21st and final session in April, 1946, which took note of the 
expressed intention of mandatory powers to continue administer- 
ing these territories “for the well-being and development of the 
peoples concerned” under the terms of their mandates until 
“ other arrangements had been agreed between the United Nations 
and the respective power.” Here again there is no mention of 
trusteeship, and in fact there is no reason to expect that the 
Assembly will favour that method of dealing with Palestine, now 
that the whole question has reached it in such unrestricted form. 
A recommendation of the Assembly will, however, in the first 
instance be directed to Britain. It may be supposed that, other 
things being equal, there would be a strong moral obligation 
on the Briti nes to give effect to such a recommenda- 
tion. But “ther things may not be equal. If Britain were re- 
quired to take the relatively simple, though no doubt momentous, 
course of handing over authority in Palestine on a specified date 
to some newly to be constituted authority—an independent 
Palestinian Government, for example, or separate Arab and Jewish 
Governments, or an international body—well and good. But if 
the recommendation involved some new policy under continued 
British administration, it would have to be very carefully ex- 
amined. If it were found to involve the British Government in 
commitments which went against its conscience or were beyond 
its resources, the Assembly would have to be asked to think again. 
The Government would then have the choice between maintain- 
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Assembly in September, when the 





Underground trains now 
run from North Acton to Hanger Lane, 
Perivale and Greenford, Trains for the 
West End and City leave Greenford every 
five or six minutes in the peak hours, 
every eight to ten 
minutes at other 
times.Oxford Circus 
is reached in under 
half-an-hour. 
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Turkey Woos the Arab World "oh 


The Turks, in their efforts 10 improve and strengthen their % 
relations with the Arab States, have little to show for two 
years’ hard work. They have achieved a pact of friendship with 
Transjordan, whose King Abdullah paid a courtesy visit to Ankara 
last January. And they have a similar pact with Iraq which, : 
even though it was only a harmless affair with annexes covering _ 
frontier control, customs, extradition, port facilities, communica. _ 
tions and water contfol, including a Mixed Commission for oe * 
Tigris and Euphrates, nevertheless had to wait fourteen . 
for ratification. The delay in its ratification by the Iraq Patliae 
ment was not directed against its text, but was a demonstra 
on the one hand against its negotiators, the Regent, Prince A ie 
lah and General Nuri Es-Said and on the other against a pre- ; 
sumed British plot to line up the Arabs with Turkey in % 
“eastern bloc” against Russia. 

The reasons for the Turkish failure are complex. Of the main 


obstacles only one was foreseen. It was realised that the Syrians 


had by no means reconciled themselves to the ioss of the Sanjak 
of Alexandretta (Hatay), the port with its hinterland handed over 
to Turkey by the French in the summer of 1939. But the Turks — 
undoubtedly under-estimated the strength of Syrian feeling on — 
this issue, and the Syrian left wing, whose attitude to Turkey is — 
conditioned by doctrinaire friendliness for Russia, has been able . 
publicly to suggest that the issue of the Hatay shculd be brought — 
before the United Nations. Consequently Turkey’s gesture i 

being one of the earliest powers to recognise the independence’ 
of Syria and the Lebanon earned only half-hearted appreciation, 
Turkey would probably be ready to make economic concessions 
to mitigate the damage done to Aleppo which, by the transfer 
of the Hatay, lost its natural seaport, but such concessions could 


not form part of any new treaty as long as the frontier rear 5 
in dispute. 
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In these circumstances it was unfortunate for Turkey, though 
perhaps inevitable, that its first successes should be with the two 
Hashemite countries. The result was. that its: good intentions 
became entangled in the “Greater Syria” project sponsored by 
King Abdullah, and its new links with Iraq and Transjordan 
were represented by the over-sensitive Syrian Republicans as an 
“encirclement” of Syria. Egypt, official opponent of “ Greater 
Syria,” is also extremely jealous of its hegemony in the Arab 
League and will resist any move which looks like putting Turkish 
leadership in its place. 


* x + 


The New Realist 


Slowly, but relentlessly, the icy wind from off the Atlantic 
is restoring Mr Bevan’s consciousness of current realities. Steps 
have now been announced to concentrate resources on finishing 
houses at present under construction, and on additional building 
for workers in farming, mining, and other key industries. New 
licences to private builders are no longer to be issued, except for 
the replacement of war-damaged houses or with the specific 
consent of the Ministry of Health’s regional officers: consent will 
usually be given only in the case of housing for key workers. 
The Minister’s special appeal,.a fortnight ago, to local authorities 
in the mining area has been reinforced with a circular to the chair- 
men of housing committees in rural districts and county towns. 
And a long overdue streamlining of the building controls has 
been announced. The futile attempt to maintain detailed over- 
sight of 67 out of the ninety items at present conrolled is to be 
abandoned, while at the same time the control of the remaining 
23 is to be tightened up. These are the right lines of advance, 
and Mr Bevan’s example deserves to be imitated in far wider 
fields. 

But the question remains whether these measures, sound as 
they are, will produce results either quickly enough or on a big 
enough scale ; for there are still two unpleasant facts to be faced, 
The need to curtail public investment means that the size of the 
housing programme as a whole must be reduced still further ; and, 
secondly, new homes for workers in key industries will not go 
up fast enough to make much difference in the crucial period of 
the next year or two unless far more building labour can be 
diverted from work in non-priority areas, From both points of 
view, there is an overwhelming case for cutting local programmes 
of new building, and even for postponing many of those schemes 
which are already under way, And the need. for more building 
labour in key areas should imply either direction on a scale which 
will certainly not be accepted or a policy of substantial cash 
inducements, There could be few less popular subjects among 
Ministers than even so small a segment of a wages policy ; but 
may it not be dawning today even on the Labour party that a 
capacity for dealing firmly with unpleasant issues is the surest 
way to win public respect and confidence? 


& * * 


Green Thoughts from East Grinstead 


Last winter greengrocers caused some indignation by charging 
up to 3s. 6d. apiece for dubious cabbages. Actually, they were 
doing nothing abnormal or immoral ; greenstuffs were genuinely 
short for obvious reasons, rationing was impracticable, there was 
plenty of money about, and demand and supply did their usual 
job. Control might have cut profits for the consumers’ benefit ; 
it might also have driven greenstuffs off the market altogether. 
Today the picture is different, an infuriating one of scarcity in 
plenty ; cucumbers, lettuces and cabbages ploughed back, loads 
of peas and apples returned from Covent Garden to the farmer, 
farmers blaming wholesalers, wholesalers blaming retailers, and 
retailers blaming the public. : 

This week, in consequence, the market gardeners of East Grin- 
stead have taken matters into their own hands. Their Direct 
Supply Association has been selling po like the hottest of 
hot cakes at open stalls in a Croydon arcade and reports of 
Similar action are coming in from all sides. There is, of course, 
a great deal that is artificial about the whole scheme. Its novelty 
and the publicity it has won have doubtless attracted many of 
the customers. Moreover. as the retailers’ spokesman has 
aap to point out, the achievements of unpaid labour on rent- 
Tee stalls give no fair measure of what can be done by concerns 
with premises and assistance to pay for. Nor are the prices paid 

the customers to the direct suppliers in every imstance very 
much below the prices asked by the shops. But the growers have 
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obtained a better price, and. they. have not. had :the: di 


spectacle of their produce being turned back from the market, 
Clearly, all farmers cannot turn retailer without detriment to 
their farming, nor will free stalls be permanently available in 
Sipe ‘a Arcade or elsewhere. There is no sign that the Direct’ 
up ssociation can or will supersede the normal marketing 
methods. But it has put the wholesale and retail trade on notice 
to try to make profits by low prices and higher turnover. And if 
produce cannot in fact be sold at a margin of less than six times 
the grower’s price by the normal wholesaler-retailer system then 
that system should be reformed, supplemented—or superseded. 
The provision of emergency outlets in time of glut, and the revival 
of the old-fashioned open markets, which in so many towns have 
been discouraged by councils overweighted with retailer interests, 
would make a world of difference. The proper long-term remedies 
tor glut, the development of canning, bottling and quick-freezing, 
will take time ; but no priorities, happily, are needed for East 
Grinstead’s rebellion against wholesale and retail resttictionism. 


* * * 


Efficiency in Westminster and Whitehall! 


Last week’s article in The Economist on “ The Efficiency of 
the State” was given two illustrations before the paper appeared. 
On Friday, it was announced that Mr Morrison had tabled a series 
of amendments to the Standing Orders of the House of Commons, 
and on the previous day the publication of the third report of the 
Public Accounts Committee revealed that at the end of 1945 there 
were large arrears of taxes in the Inland Revenue Department, 
amounting to nearly £780 million. 

These arrears are attributed to the difficulty of recruiting and 
training the necessary staff, and a similar staffing difficulty at the 
Ministry of Supply led to a delay in revising the selling prices of 
timber with a resulting loss of £9,000,000 a year. These are 
merely two specific instances of the main theme of last week’s 
article—that Whitehall has more to do than it can cope with effec- 
tively. But is its burden to be lessened? So far from there being 
any sign that any of its present load is to be shed, Mr Morrison’s 
amendments to the Standing Orders would seem to imply a 
further pressure of legislation, which would add to it. 

These amendments have a history going back two years. On 
August 24, 1945, the Government appointed a Select Committee 
to consider parliamentary procedure and to report what altera- 
tions were necessary for the more efficient despatch of business. 
The Committee had before it a scheme drafted by a committee 
of Ministers of the Coalition Government, but not endorsed by 
the War Cabinet, which was designed to meet the special circum- 
stances of the transition from war to peace, when there was bound 
to be a heavy legislative programme. Notwithstanding the ex- 
perimental nature of the proposals, the Select Committee turned 
down a number of the Government’s proposals, in particular those 
which would curtail debates on the Budget and further curtail 
debates in committee by giving the chairman power to disallow 
debate on the question that “ The clause stand part...” Not~- 
withstanding the Select Committee’s objections and notwithstand- 
ing the fact that the original scheme was intended for the first 
session or two after the end of the war, the Government is now 
pushing on with these proposals along with others to which the 
Committee agreed. Yet most of its reconstruction legislation is 
now on the statute book. The only conclusion that can be drawn 
from its decision is that it still has a great deal of legislation in 
mind—and therefore more work for Whitehall—and is determined 
to push it through with the minimum of parliamentary control 
and criticism. 
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American Oil Concession in Italy 


Were it not for the fact that the Italian Communists are 
baiting their political campaign with bitter attacks on “ dollar 
diplomacy ” and “ American capitalist infiltration,” the news that 
the Standard Oil Company of Texas are negotiating with the 
Italian Government an oil concession in Northern Italy would 
probably not have aroused so much perturbed and hostile com- 
ment. In itself, the proposition is very reasonable. The presence 
of large quantities of methane gas near the mouth of the Po is 
a reliable indication of some oil reserves lying below, but the 
process of discovering the amount, the location and the depth of 
these reserves is long and very costly. Under the Fascist regime, 
many wells were drilled to an average depth of 3,000 to 4,000 feet, 
and a dribble of oil—between 15,000 and 20,000 tons annually— 
was extracted. But even this figure dwindled as the autarkic years 
went by. The reason for this relatively small return was quite 
simply that the Fascist Government had neither the capital nor 
the equipment to bore over a sufficiently wide area or to drive 
the borings down to the depth of 15,000 feet or more which is 
customary in the Unjted States. Thus the question of the nature 
and extent of the oil reserves remained in doubt. 

The great American oil companies are not hindered by any 
such material obstacles. They have the capital and the equip- 
ment, and the Standard Oil Company considers the risk of finding 
or not finding oil worth the $6 million it proposes to invest. It 
seeks a wide enough area to justify its researches, and has asked 
for three years in which to conduct the explorations. If at the 
end of that time oi] has been discovered, the Italian Government 
will be free to negotiate the terms of a long-term exploitation of 
Italian oil. 

In spite of the complete reasonableness of the agreement, it 
may nevertheless have unfortunate political repercussions. Were 
it an isolated incident in a balanced foreign policy, Communist 
criticism would fall on less susceptible ears. But it is the extent 
ot American influence and infiltration that causes alarm. American 
interests have acquired holdings in such key firms as Fiat’s and (it 
is believed) Montecatini’s. Italy’s dependence upon dollar loans is 
underlined by the almost permanent session of an Italian Nego- 
tiating Commission in Washington, and each month brings 
rumours of new American purchases and concessions. The effect 
of these reports would be less disturbing if they were combined 
with more vigorous Government measures to combat the black 
market, profiteering, tax evasion and the blatantly luxurious living 
of the privileged few. Since they are not, it is not surprising 
that not only the Communists see de Gasperi’s policy as one of 
“making Italy safe for American capital.” 


x * * 


The Assistance Board’s Task 


The first two instalments of the social security programme— 
family allowances and higher old-age pensions—which came into 
force last year are reflected in the report of the Assistance Board 
for 1946 [Cmd. 7184]. When family allowances were first intro- 
duced, the effect on the income of families on assistance was 
merely that their assistance payments were docked by an amount 
corresponding to their family allowances, but this hardship was 
partly mitigated later when the Assistance Board increased its 
scale rates for dependent children by 1s. 6d. a week, except for 
children aged 5, 6 and 7, for whom the increase was 3s. The 
number of children in respect of whom the Assistance Board was 
making payments was 132,000. 

The increase in old-age pensions had a much greater effect on 
the Assistance Board’s work. In October, after the new basic 
pensions had been introduced, 935,000. 0f .its 1,470,000. pensioners 
ceased to need supplementary payments. Of these, about 100,000 
were no better off—that is, they lost in the supplement exactly 
the same amount as they gained on the basic pension. ‘The 
remainder gained an amount averaging 3s. 10d, a week ; but there 
were wide variations ranging from as little as 6d. to as much as 
21s. Or even more. 

But the fall in the Assistance Board’s work, caused by the 
increase in basic pensions, is likely to be only temporary. Indeed, 
in the non-monetary sphere it is spreading out in new directions 
doing agency work for other Departments—finding out whether 
pensioners satisfy the retirement conditions, investigating needs 
for the welfare foods scheme, and so on. It is also continuing, 
where wanted, its welfare work among old-age pensioners whether 
receiving supplementary payments or not. From next July, too, 
it will sake over from the local authorities. the supplementation of 
benefits in respect of the sick and disabled and = pensioners 
who now fall outside its scope, and the payment of assistance 
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to those who fail to qualify for benefit in any form. There! ig 
also a possibility that if the cost of living rises further, ‘the 
Assistance Board’s scale rates will have to be revised ards, 
which will mean not only that its supplementary payments 

general will be larger than expected, but also that in particula 
many of its lost pensioners will return to its fold. The Assistance 
Board certainly has a future, and each succeeding report shows 
that its machinery is flexible enough for its new tasks. The great 
unsettled question is whether, in inheriting the ragtag and bob. 
tail of the poor law, it will also inherit its stigma and unpopulatity, 


Shorter Notes 


The chart below compares the weekly new notifications of 
infantile paralysis this year with notifications in 1938 and 1926— 
the only previous years, since notification became compulsory-jn 
1912, when there has beea a sizeable epidemic. This year's 
epidemic has been taken as starting in the twenty-second week 
of the year, that is, May 24th to 31st. It will be seen that in 1938 
an eee i 
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WEEKLY NOTIFICATIONS 
of 


a7 ___'NFANTILE PARALYSIS CASES 


the first peak was reached in the thirty-second week (ending 
August 13) when 80 cases were notified. The final peak was not 
reached until] the third week of October, when 85 cases were 


notified. In this year’s epidemic, notifications in the week ended 
August 9th showed an increase of only 27 per cent over the 
previous week, whereas in each of the preceding four weeks the 
increase was about §0 per cent. It is thus possible that this year’s 
peak is beginning to flatten out. It is worth pointing out im 
year when the disease is more than usually prevalent, many 
cases are diagnosed which in normal years escape notice. 
* 


Certain changes in Whitehall have been made necessary by the 
creation of the two new Dominions of India and Pakistan. The 
appointment of Mr Arthur Henderson, formerly Parliamentary 
Under-Secretary of State for India, to be Minister of State in the 
newly established Commonwealth Relations Office, which is to 
take the place of the Dominions Office, was announced last Friday. 
The staff of the India Office will also be transferred ro the Com- 
monwealth Relations Office, which may well have to face some 
more d:fficult problems than did its predecessor. 

* 


Since the Soviet delegate has vetoed all action on Greece im 
the Security Council, the United States has asked the Secretary- 
General of the United Nations to place “ Threats to the political 
independence and territorial integrity of Greece” on the agenda 
for the General Assembly. . 

e 

As a result of the recommendations in the interim report of 
the Curtis committee, the Home Office has appointed a r2 
Training Council in Child Care. This council, the membership 
of which was announced last Saturday, is to arrange with some 
universities and local education authorities for facilities to pe] 
suitable women for work with children who have been deprive 
of a normal home life. There will be two courses of trainin 
one for boarding-out officers, who should have high educational — 
qualifications, to supervise children placed in. foster homes, and 
one for house mothers in children’s homes, Train:ng is all very — 
well, and a certain amount is probably necessary. But it is to be — 
hoped that the course for house mothers in particular will be 
flexible enough and wide enough not to exclude women obvic 







suitable by temperament and inclination for looking after children, 
but who cannot master technicalities, or pass examinations.  _ 
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Letters to 


The Economic Crisis 


Sir,—I do not wish to engage in barren controversy, but I must 
insist that much of your comment to my letter in your issue of 
August 16th seems to be beside the point, I also had intended 
to refer to aggregate output, and not simply to that of manu- 
facturing industry ; I had not imagined that an economist would 
be accused of making so egregious a blunder as to confuse the two. 
Though some of my statements could be taken as referring solely 
to manufacturing industry, they are also applicable to the provision 
of services, where hours are also less than pre-war and productivity 
almost certainly lower. I can but repeat the implications of my 
essential statement ; with employment in the aggregate (and not 
merely in manufacturing) only about 6 per cent above pre-war, 
shorter hours almost everywhere, and lower productivity in many 
major fields, where does an increase in aggregate output of from 
10 to 20 per cent come from? 

May I make three points on the details? First, I suggest that 
your argument based on an assumed rise in prices of more than 
7o per cent is vitiated by the inadequacy of the national income 
at factor cost as a measure of output (there is, in fact, an element 
of circular reasoning in your statement), particularly in that it 
cannot allow for changes in quality, a matter of primary import- 
ance in circumstances in which services bulk so largely. 

Secondly, you refer to the higher level of personal expenditure 
on consumers’ goods and services (at 1938 market prices) in 1946 
as compared with 1938. But the relevant figure is that for the 
National Cost of Personal Consumption ; this is not given for 
1946, but from the series (including that to which you refer) which 
are available in the National Income White Paper, it seems that 
it was still below that for 1938, and this was the basis of my 
(conservative) statement that we had in 1946 barely reached the 
standards of 1938, without making any allowance for deterioration 
in quality of goods and services. 

Thirdly, though you “ would not deny that standards of quality 
have deteriorated” you seem reluctant to recognise the effect of 
this. Thus, even the small excess of personal expenditure in 1946 
over 1938 to which you refer more than disappears if a single 
correction is made for the additional water bought in the form 
of beer. Or, again, another item on which personal expenditure 
{at 1938 prices) has increased is “ books, newspapers and maga- 
zines ”»—which must be only one example of a “higher output” 
obtained with fewer workers, engaged for shorter hours, and using 
smaller quantities of materials, 

I leave on one side the ambiguities involved in the fact that the 
“too many services” which we are alleged to be producing are 
concentrated in the Armed Forces and Government Service. These 
points (which could be elaborated and extended) simply emphasise 
my contention that the figures of National Income and Expendi- 
ture are now poor guides either to output or to welfare. I main- 
tain my original suggestion that outour in the aggregate (if, indeed, 
anv valid meaning can now be attached to this) is not in so healthy 
a state as you imply. As a regular reader of The Economist, I 
certainly would not accuse you of believing that the British 
economy is in a healthy condition ; it is precisely because of this 
that I deplore what I believe to be the error which I have 
endeavoured to point out.—Yours faithfully, 

S. R. DENNISON 

Gonville and Caius College, Cambridge 


Sir,—Sucely Mr Dennison is right, and even ultra-cautious, 
in doubting vour contention that there is nothing much wroag 
with “the aggregate output of the community.”. If statistical 
calculations, based on national income data, really suggest that 
our aggregate output is from ro to 20 per cent higher than in 
1938, that adds another to the many good reasons for distrusting 
the reliability of global calculations of this sort, 

First, the figures on which they are based are inevitably out 
of date. In this case they relate to 1946, when our productivity 
was less unsatisfactory than it has since become, though the 
conclusion which you draw is expressed in the present tense. 
Second, they entail a number of artificial assumptions, as, for 
example, that the incomes of a clerk in Whitehall engaged in 
administering controls and of another clerk employed in private 
business to wrestle with these controls are a fair measure of the 
contribution which they make to our “aggregate cutput.” This 
may be what you have in mind in saying that our production is 

y distributed, and that we-have “too many services and too 
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few goods.” But, as such services are not ends in themselves, 
it seems more to the point to say that the contention which you 
endorse is a statistical illusion. 

Again, the deterioration in the quality of many of our goods 
and services is surely not to be dismissed as a trifle or treated 
as irrelevant to the question of the volume of output. The 
poorer averag? quality of our coal is equivalent to a decline in 
volume, and I would entreat you to remember this when you 
urge us to export 30 million tons out of an available 200 million 
tons of coal. In terms of tonnage that would no doubr “leave 
for home requirements 170 million tons against the pre-war inland 
consumption of about 180 million tons.” But what would be 
the reduction in calorific vaiue?—-Yours faithfully, 

§ South Parks Road, Oxford Husert D. HENDERSON 


S1r,—In commenting on Mr J. R. Hicks’ letter in The Economist 
of August 16th you suggest that the “ natural ” level of the pound 
would be lower in terms of dollars, and that the time for devaluing 
it.“ may be approaching very fast.” 

Is not this a misreading of the circumstances? The pressure 
to buy dollars in the exchange markets of the world is due to an 
immediate need of resources, which only the United States can 
meet. It is possible to meet this pressure by raising the price 
of dollars. If the resulting high prices are a sufficient deterrent 
on imports and stimulus of exports, equilibrium may be attained. 
But high prices may be a very inadequate deterrent on imports, 
and the stimulus to exports is likely to result in sales below world 
prices. As Mr Hicks says, “ devaluation would turn the terms of 
trade against us ”; if the greater volume of exports yields reduced 
prices in terms of foreign money units, the total proceeds may 
actually be diminished. Even at the present dollar value of* the 
pound, that has already occurred, as Mr Hill-Smith pointed out. 
The index of British imports has reached 265, that of exports only 
221, of wages 167. There are limits to the disparity of wages and 
prices. Devaluation would be only too likely to defeat its purpose 
by accelerating the rise of the wage level. 

We are not relying either on the high prices of imports or on 
the high profits of exports to secure equilibrium. We are restrict- 
ing consumption by measures of austerity, and the limit. on our 
exports is the amount of productive resources.thereby released. 
That process is consistent with any rate of exchange which allows 
an adequate profit on exports. 

The price level and wage level in the United States are rising, 
and have not reached their limit, and, so long as the pound is 
linked to the dollar, even at the existing rate, we shall participate 
in the progress of inflation there. What is needed is not a de- 
valuation but an up-valuation of the pound. A time will come 
when the rise in the American price level is reversed, and the link 
of the pound with the dollar will mean participating in deflation. 
Then will come rhe clamour for devaluation, but devaluation will 
then mean the continuance of inflation and a further degradation 
of the pound.—Yours faithfully, R. G. HawTrey. 

29 Argyll Road, W.8 


‘‘Keep Left »”__But How ? 


Sir,—If the writer of the Notes of the Week looks again at 
Hansard, he will see that I used the word “ rationalisation” and 
not “ nationalisation,” as he quotes me as saying. Subsequently, 
in the speech, I tried to make two suggestions: first, that the 
Government should take effective steps to rationalise British 
industry, and second, that it should give a lead in Paris for at 
least a European Customs Union with a common currency. The 
application of Socialist ideas ref tred to the first point, by which 
I meant that industry should be judged, not by the dividends 
it yields, but by the service it renders. We accept the nationalisa- 
tion of 20 per cent of industry, provided steel is included ; but 
we do want the remaining 80 per cent to be efficient and 
socially useful. (See “Keep Left,” pages 22-26.).. This means 
standardisation, mass production, and concentration of . industry. 
Mr Kaldor has showa that the price of a wide range of consumers’ 
goods were four times as high as they need be, if full advantage 
had been taken of the potentialities of standatdised mass. produc- 
tion. A foundry making ordinary cast-iron cisterns has twenty- 
three different patterns when one would do. Each local authority 
is the country requires a different type of bus, whereas. if they 
were standardised the manufacturers could reduce their costs 
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considerably. The same argument applies to housing fixtures 
and in many types of engineering. In the building industry there 
are nearly 100,000 firms employing less than twenty people. .The 
latest census of production shows that there were 30,000 firms 
having between them ten and a hundred workers covering about 
one-fifth of all factory workers and that, in addition, there were 
130,000 firms in the factory trades who employed normally ten 
workers each. In agriculture the need is just as great. If a com- 
parison is made with New Zealand, the production per man-hour 
there is probably five times greater than it is here. Over 80 per 
cent of the herds in New Zealand are machine milked, as against 
approximately 20 per cent in this country. We average about 
twenty cows per milker, as against fifty in New Zealand. One 
could go on indefinitely with examples of this kind, but perhaps 
the best over-all picture is that since 1938 the expenditure on 
capital equipment in American industry was “£4,000 million, 
against Britain’s £650 million. 

The job of the Government is to take steps to reorganise the 
80 per cent of British industry which is not being nationalised. 
This means the introduction of mass production, standardisation 
and much greater mechanisation. It means the Government 
making available capital, plant and equipment in order to increase 
production, and the placing of bulk orders so as to ensure con- 
tinuity. It means, too, the reduction of the number of firms in 
each industry by concentration and amalgamations, and even the 
elimination of some industries which are not socially justified. 
Steps taken on these lines vigorously would probably indicate 
that we are not short of manpower, and would release over a 
period production sufficient for the home market ard for the 
export trade as well. This is what we mean by a Socialist 
approach.—Yours faithfully, R. W. G. MacKay 

House of Commons 

[Nationalisation was a misprint, for which we apologise. Our 
comment was based on the assumption that Mr Mackay had said 
rationalisation —EpITor.] 


What is Wrong with the Press ? 


Str,—I have just seen your two articles on the Press on my 
return from abroad. As a journalist who held responsible positions 
during 24 years in Fleet Street, I feel that The Economist has not 
been as judicially perceptive as usual on two points. 


(1) You state in your own summary of your argument that much 
that is complained of in daily newspapers “ arises from bad tradi- 
tions, inadequate education and false values ” (I entirely agree), but 
you add the words “among journalists,” suggesting to me that 
this employed section of specialists in each producing unit in the 
industry imposes its personal crudities on a heart-broken and 
impotent management which has failed in its triple task of raising 
their bad traditions to its own good ones, of rewarding only the 
more educated of its employees, and of directing their energies to 
the pure values for which it is renowned. The unfair impression 
caused by your sweeping remark; which I cannot think represents 
your considered view, is not removed by your later true statement 
that “it is grossly unfair to assume that the only culprits are the 
proprietors or the shareholders.” 

(2) For these admitted evils you, say “the remedy lies largely 
in their [the journalists’] hands.” Any practical journalist would ask 
what precise remedy you think should begin to be applied “to- 
morrow morning by the staff of the Daily Sg-and-So. Should the 
rank and file of its members hold a private meeting behind the backs 
of their proprietor and editor (who do not normally consult them 
on policy) and decide that as from sunset the bad traditions and 
false values for which the Daily So-and-So was distinguished would 
no longer be acceptable and must be abolished? And should the 
staff then notify the proprietor and editor of their decision? And 
what would the proprietor and editor do? Would they cry 
“Splendid! We have long wished for this day” ? 

My experience is that the consistent tone which distinguishes 
each newspaper represents the policy of its management to a close 
degree, and that managements are sensitive and resentful of em- 
ployees attempting to discuss with them the “tone” of a paper’s 
content and of its presentation. Unless, therefore, The Economist 
advocates the raising of newspaper standards by the action of 
revolutionary cells on the proprictors’ premises, I fail to see what 
@irect action journalists as a whole can take except to ventilate, at 
the annual national meeting of their trade union, their collective 
embarrassment at any false values which they think beset their 
calling. The individual rank-and-file journalist cannot influence 
the policy of his paper to any degree. He can merely, within the 
framework of its tone and policy, try to be an upright craftsman. 
I believe the great majority do so. The individual journalist who 
is a senior executive can do something to encourage personal 
standards of conduct, but it is often beyond his power to alter 
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the sillier traditions of a newspaper, and few men with chi 
to educate can convince themselves that a one-man strike wor 


es 
ke} 
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I deplore the misrepresemtation which underlies your patri 
picture of “the proprietors . . . dining of an evening” wh 
in their absence, the news is being mishandled in their offices } 
specialists who exemplify “ the ignorance of the journalist.” Thar 
picture is as naive as your assurance that the National Union of — 
Journalists has the right, the power or the organisation to inter 
pose in offices to check policies of sensationalism and irrespongi-. 
biliy. Have you forgotten the Daily. Mail. machine-room 
unionists’ atiempt to influence policy the night before the Geaaral 
Strike? In practice the tone and policy in most big papers cepre- 
sent the collective prejudices of a group of perhaps a dozen 
(directors, departmental heads and their deputies), including only 
one professional journalist the editor. The criticisms, comments 
and obiter dicta of this group form the determining pattern of 
policy. While your proprietor is dining vour ignorant journalist 
makes up the front page, knowing what this group has commended — 
and disliked in front-page headlines, pictures and treatment of 
news every day for the past year. If he does not closely read the - 
minds of his masters he is rapidly displaced. “i 

I am anxious not to make the proprietor or anyone else an 
easy scapegoat. Press responsibility is so complex that it can be 
explored only with tolerance, patience and insight. That is why 
I complain that your two generalisations about journalists are very 
unfair.—Y ours faithfully, RoBert SINCLAIR © 

Garway, Quill Hall Lane, Amersham, Bucks 
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Conservatives in the Garden 


Sm,—On behalf of the group of Conservative Members of 
Parliament responsible for the production of the pamphlet “ Policy 
for British Horticulture,” may we thank you for the generous 
mention you made of it in your “ Notes of the Week,” of August 
gth, and at the same time comment upon a criticism you make of 
it. You chide us for not having dealt with the problems of Covent 
Garden, of distribution generally, and of the gap between growers’ 
and retailers’ prices. We refrained from doing so deliberately, 
As is made clear in the pamphlet, it is a survey of horticultural — 
production. The group is now engaged upon an investigation of 
the whole problem of distribution and prices, which will be the 
subject of a separate and subsequent report. You state that the 
gap between growers’ and retailers’ prices is “not even men- 
tioned,” but may we draw you attention to lines 3 to.16 of page 16. 

You express disapproval of the Group’s advocacy of greater 


From The Economist of 1847 
August 21, 1847. 2 


THE great alterations made in our laws within a few years, 
which were by one party proclaimed to be in opposition to 

the Coronation Oath—the continual demands now made on 
Ministers for measures that ere supposed % be beneficial, 
without any question of their being according to the Con- 
stitution—the continual promises made by them to introduce 

laws or carry out measures that were never heard of before, 
convince us that the general practices of Ministers are very 
much in cenfermity with Lord Palmerston’s language. In- 
stead of finding the rules for their conduct in the narrow . 
principles of the Constitution or what our forefathers laid 
down as law, they really seek for truth and aim at doing 
justice, They have become philosophers, and philosophy 15 

fast taking the place of the Constitution. “To seek for truth 

and to do justice is to set aside or reform the law. Ministers, 

like other men, fail very often, and do not find what they seek, 
which is not surprising, considering how their time is occupied - 
with official business . . . but, in the main, no longer 4. 
confining themselves to old practices, they do what Lord || 
Palmerston says they ought to do, The difference between __ 
former and present principles is very plain . . . it requires 
only a slight recollection of the past and an almost cursory 
observation of the present to acquire an immediate conviction 7 
that a most important change, amounting to a revolution, “]- 
has taken place ‘in the character of the Government. . . °°] 
Founded in conquest, maintained by constraint and coercion, «| 
relying on sharp iaws and sharper. swords to presefve) «4 
obedience, it has gradually been changed, till it has become, J 
unkno y and unintentionally, an instrument for discover> f 
ing truth, by “rubbing one man’s opinions against another’s,” .} 
and doing abstract and perfect justice. 
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control over imports of fruit and vegetables, but we ‘ask you ‘to 
consider the practical results of the Ministry of Food’s present 

icy. In the first ten days of the main Kent cherry season 
2,800 tons of Italian cherries were dumped onto the London 
market, transport being diverted from Kent to ‘Tilbury to carry 
them. The market for British plums has been spoilt by heavy 
importations of Italian plums. In the last fortnight of July 
yery heavy arrivals of Dutchoand Canary tomatoes left British 
growers without a market for their produce. 

At the present time British cucumber growers are being told 
not to send their produce to market owing to its being glutted 
with heavy importations of Dutch produce, With a record crop 
of British apples cooking varieties are almost unsaleable; but 
Italian apple imports are permitted. This is the practical result 
of the alternative policy of not safeguarding the interests of the 
home-grower, 

The disappearance of soft fruit from the shops the day after the 
imposition of price control was due to the Ministry of Food pre- 
empting supplies to the jam factories. Ir was the fault neither of 
the grower nor the retailer, Nearly a year ago our Group urged 
upon the Minister of Food the abandonment of _pre-empting. 
This he has agreed to do as from the end of the present season. 
Incidentally he has also. announced, yesterday, the restoration of 
a free market in fruit and. vegetable retailing. Now anyone can 
pecome a greengrocer without a licence. This welcome recogni- 
tion of the virtues and value of free competition is very relevant 
te our Group’s present inquiry into marketing and retailing, 

Yours faithfully, 
ALAN Lennox-BoyD 
JOHN Baker WHITE 


The Security Council and Dependent 
Peoples 


Sir,—A very significant, and from the point of view of colonial 
peoples, a very vital precedent was established by the Security 
Council on Tuesday, August 12th, when it decided to hear dele- 
gates of the Indonesian Republic in the present deadlock with 
Holland. I call this vital, because hitherto every effort had been 
made by the interested parties to put the machinery of Uno and 
the Security Council out of the reach of the Colonies and depen- 


Books and 


The Value of Victorian Virtues 


“La Répartition de la Population sur le Territoire Belge.’’ By 
C. Mertens; S.J. Louvain. (Price not stated). 302 pages. 


Tue happy combination of Samuel Smiles and the Rochdale 
Pioneers which has put Belgium in the front rank of European 
reconstruction shows to advantage in Fr. Mertens. Taking the 
by no means inspiring subject—at least at first sight—of the 
geographical distribution of the population of Belgium, he has 
succeeded in fashioning from it an absorbing study of the 
economic, demographic and social anatomy of his country, rising 
at times to real eloquence. “Fascinated by progress, enterprising 
without rashness, wary without timidity, endowed with astonish- 
ing adaptability, but above all hard-working and tenacious ”— 
could Thucydides himself have done better as a,panegyric on his 
fellow-countrymen? Inevitably there are weak patches. There 
would have been room for more statistical analysis; and on 
the policy side, in particular, Fr. Mertefs might reasonably have 
gone a little further than his close knowledge of the Barlow 
Report has taken him. It is possible that his later visits to 
England may have provided him with ideas for a second edition. 
But, even on the side of policy, whathe has to say is interesting 
and suggestive. Town planners should be specially, interested in 
his justification of the “ rurban ” pattern of Belgium as against 
the doctrine of the city wall and the clear division between town 
and country normally accepted here. | 

In a way, perhaps, the most interesting feature of his work is 


- outlook from which it is written. When faced withthe horns 
a 


equal enthusiasm for the pioneers of Belgian big “ 
the founders of the Boerenbond and the Jeunesse Agricole 
Chrétienne. Perhaps he jis sometimes a little biased on the bour- 


1 the.tendency.is for Protestants: to ride off on- 
One while Catholics seat therselvés firmly on both. Fr. Mertens’ | 
outlook is Catholic enough, in every sense of the word, to include | 
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déncies, and until Tuesday; this interpretation of the Charter 
had been tacitly accepted by all. ; eee 

I may point out that when the suggestion to hear the Indonesians 
was made, Britain, France and Belgiurn, the only “colony” 
owners apart from Holland, voted against it, and in Britain very 
litde ‘publicity and discussion ‘was given to the Security Council’s 
decision either by the BBC or by the daily newspapers. 

Nevertheless, the suggestion, which was carried, put a definitely 
new interpretation on the Charter, and marks a definite approach 
to the international status of colonies and dependencies. It is 
now established that in case of a clash, armed or unarmed, be- 
tween a. dependent people and their imperial power, the dependent 
peoples have a right to a hearing, by the Security Council—a 
change which I hope will engage the close scrutiny and attention 
of international students and colonial politicians.—Y ours. sincerely, 

Hugh Stewart Hall, Nottingham Victor Owvusu 


Italy’s Former Colonies 


Sir,—Professor Bentwich has challenged a suggestion regarding ~ 
the future of Italy’s former Colonies, feeling that “some of the 
statements ” (in Mr Cora’s letter) “should. be corrected im: the 
interests of truth and justice.” In doing so he has himself made 
statements that need correcting in.the same interests, 

He. claims that “all the people of Eritrea are agreed that the 
Italian rule should not return in any form” and that “the Somalis 
had a positive hatred of their ex-masters.”.. It must be emphasised 
that neither Professor Bentwich. nor anybody else has any means 
of knowing what all the people of Eritrea desire. Nor can he 
utter on behalf of the Somalis. .There is no means of knowing 
what these peoples want. 

It seems that wide truths have been assumed from individual 
opinions. Some, but not all, Somalis evince dislike of Italians. 
Experienced observers on the spot maintain that the ruling anti- 
pathy of the Somali péople is towards Ethiopia, to which, Pro- 
fessor Bentwich claims, they ate “historically, ethnically ard 
economically attached.” On all counts this statemént, at any rate 
as far as. the Somalis are concerned, is. grossly untrue.—-Yours 
faithfully, NIGEL. VINEY 

(formerly British. Somaliland Military Administration) 

Green End House, Aylesbury 
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geois side ; but at least he bases his judgment on a clearer con- 
ception than is always found on the British Left of what it 
is that makes the wheels go round. And the balance which he 
reaches, in the tradition of Continental Catholic thought, between 
economic, social and gp ag factors is undeniably attractive. 
It is also in many ways—notably in its stress on the yalue of small 
peasant and part-time holdings—quite different from the balance 
which might be from a British economist. For a British 
economist, as apart from (say) a geographer, this difference indeed 
contains the main lesson of the book; for this is not 
a question of right or wrong. Public economic policy 
must be based on some sort of estimate of what the public’s 
preferences would be if only they knew what they really wanted ; 
and the British economist starts. with one set of assumptions 
while Fr. Mertens sets out from another. And British students, 
brought up on the Nature and Significance of Economic Science, 
may yet discover that the inquirer who tries to unearth the truth 
behind the divergence—what the public really would want if it 
knew its own mitid—will end as a theologian malgré lui. Fr. 
Mertens is certainly stimulating ; and he is also bursting with 
civic pride. And, after all, why not? His country is his subject, 
and who will deny that it is a subject.1o be proud of ? 


Political. Invective 

“ Our New Masters.” © By Colm Brogan. Hollis and Carter, 
223 pages. 8s, 6d. oe 

“ Most political investive derives not from: personal emotion but 

from tactical necessities” wrote Hugh Kingsmill in the introduc- 

tion to his anthology, “ Invective and. Abuse.” To. this rule Mr 

Brogan provides an exception: “To write over 200 quarto pz 
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of material were sliced into small articles suitatle for the pages 
of “ Tory Challenge.” 

Mr Brogan works his way systematically through the Parlia- 
mentary Labour Party (“a feeble and querulous thing. .. . cor- 
rupted by Continental Socialism and shallow internationalism ”) 4 
from Mr Attlee, whose main crime, curiously enough, seems to 
have been his support of collective security, through Sir Stafford 
Cripps (“Sir Stafford is not right in the head”), Mr Shinwell 
(“really a very thoughtless man”) and other Ministers, down to 
the back-benchers, “ whose blank, uncomprehending faces speak 
of the emptiness of their souls.” The more prominent features 
of the Labour landscape are carefully pointed out: the contra- 
position of Intellectuals and Trade-Unionists, of Mr Morrison 
and Mr Bevin, of class war and appeals for national unity. And, 
turning to the wider world, Mr Brogan finds time to explain the 
real significance of the division of Europe. “On the one side 
are solidifying the forces which accept Christian principles and 
profess faith in human responsibility and freedom. (These forces 
are known to the News-Chronicle as Reaction, for short.)” Is 
one to infer that the atheistic, totalitarian, malicious and irrespon- 
sible Labour Party depicted by Mr Brogan has its real habitat 
in Eastern Europe and not in Transport House ? 

The publisher’s blurb quotes James Bridie in support of the 
claim that Mr Brogan is a satirist unrivalled for “ urbane derision.” 
‘That may well be ; but this latest of his books makes no attempt 
at either satire or urbanity. It is humorous, bur the humour 
springs from Thomas Carlyle, not from Voltaire. It is a vigorous, 
bludgeoning humour strongly reminiscent of Carlyle’s Judgments 
on his contemporaries. And, like Carlyle’s unceasing condemna- 
tions, it is highly amusing at first; but it becomes intolerably 
tedious. If Mr Brogan really wants to damage our new masters, 
he would do well to study the technique of Mr Lytton Strachey. 


A Marxist Prognosis 


“The Coming Crisis.” By Fritz Sternberg. Gollancz. 214 
pages. 7s. 6d. 

Yeer by year, in pious patience, vengeful Mrs Bofjkin sits 
Waiting for the Sleary babies to develop Sleary’s fits. . . . 
READERS of Kipling will remember that Sleary’s fits were the 
product of Pears’ shaving soap and of an understandable desire 
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to end his engagement to Minnie Boffkin. The crisis of 1929, 
for whose successor Mg Stalin and his supporters in all lands ate 
waiting with equally pious patience, was unfortunately the 
genuine article. “The Coming Crisis” is quite the best ful. 
length analysis which has yet appeared of the grounds on which 
Communist hopes, thinly disguised as disinterested fears, ate 
based. The 1929 crisis was unlike al] others in that it broke 
upon a world whose hitherto adequate safety valves—imperialige 
economic expansion, emigration to new countries, exploitation of 
an internal “ frontier”—were no longer functioning and had, 
indeed, been permanently sealed down ; and the difference way 
plainly shown in that there was no real recovery until war agg 
temporarily resolved the capitalist dilemma. Nothing in that 
dilemma has changed ; the safety valves have not been restored ; 
ergo, the crisis must return. It will begin, as it began before, ig 
America, whose productive capacity has been enormously in. 
creased, whose internal market is bound to be inadequate, and 
which cannot hope to find in the widest imaginable expansion of 
exports a means of disposing’ of its surplus. The likelieg 
American solution is a*Wehrwirtschaft on the German 
diverting the surplus of productive power into warlike pp 
tions ; different in externals, since America is incurably civifian. 
minded and will glorify neither uniform nor war, but perf 
possible in essentials, in the guise of a multiplication of secret 
Oak Ridges and the like. The ensuing explosion of a would-be 
American Blitzkrieg against Russia would end civilisation. 

The remedy lies in an American drive against native mon 
capitalism, beginning with a full employment policy which 
shift the balance of class power; in a conviction among the 
American people that their technical and productive superiority 
does not carry with it any possibility of lightning victory, and/or 
of escape from the full horrors of any Third World War ; in the 
end of American support for “foreign reactionaries ” whose own 
policy spreads and intensifies crisis ; in fact, in American accept 
ance of Socialism at home and abroad. 

If allowance is made for that propensity to tactical over-sim- 
plification, suppressio veri, deliberate ambiguity, and slanderous 
imputation of motive, which is the moral occupational disease of 
most Marxist writers, this is a recognisable account of the pas 
If for the word “ inevitable ” one reads throughout “ possible,” 
can even be taken seriously as a forecast of the future. But the 
proviso is important. ™ 
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AMERICAN SURVEY 





Marshalling Facts 


(From Our US Editorial Staff) 


HEN, on June 22, President Truman simultaneously 

designated three separate committees to advise him on 
the domestic implications of the foreign aid programme, there 
were some who recalled the wartime adage that an executive 
order to do a job was nothing more than a licence to get into 
the fight to decide who was to do it. But in this case there 
are indications that an overall strategy lay behind the designa- 
tions, and that care is being taken to avoid more than a minimum 
of duplication. Under the allocation of responsibility that has 
been worked out, the committee on national resources, headed 
by Mr Krug, the Secretary of the Interior, is making a series 
of industry studies: on steel, transportation equipment, metals 
other than steel, textiles and fibres, leather and leather goods, 
agricultural products, machinery and equipment, coal, petro- 
leum, farm machinery, chemicals, wood and paper, rubber and 
its manufactures, metals and their manufactures exclusive of 
machinery and vehicles, These product analyses will serve as 
the basis of an overall report to be drafted by the Department of 
the Interior, with editorial help from representatives of a number 
of other Government agencies. In this summary, the manpower 
transportation and electric power resources of the United States 
will also be reviewed. The Council of Economic Advisers’ 
report (prepared under Mr Paul Homan, chairman of its Foreign 
Aid Committee) will deal with the impact of foreign aid pro- 
grammes on American resources and the domestic economy 
generally. 

These two documents will be internal jobs by gove:nment 
agencies. The Committee of Nineteen under Mr Harriman, 
the Secretary of Commerce, will have its staff-work done in 
his Department, but its members are a cross-section of private 
citizens, ranging in origins from Massachusetts to California 
and in economic position over an area equally wide. The names 
of members of its main subcommittee, on economic and financial 
analysis, are illustrative: Mr Owen cone chairman ; Dr 
Harold Moulton, of Brookings Institution ; Mr W.° Randolph 
Burgess, of the National City Bank ; Mr Paul G. Hoffman, of 
the Studebaker Corporation and of the Committee on Economic 
Development ; Professors Calvin Hoover, of Duke, and Edward 
Mason, of Harvard. .The industry reports of the Krug Com- 
mittee will serve as documentation for the Nineteen’s other 
subcommittees, on capital and durable goods, consumer goods, 
food resources, manpower, mineral resources and transportation. 

Mr Robert M. Lafollette, former Progressive Senator from 
Wisconsin, is chairman of the Harriman drafting committee. 
It is anticipated that his report, in addition to estimating the 
range of assistance possible, will be a policy proposal, saying 
what, in the Committee’s view, would be a wise programme of 
foreign aid, in view of the political situation in the United States 
as well as of its economic capacities, of the political and 
economic situations elsewhere, and of prospective results of 
the aid programme beyond the immediate period of 
rehabilitation. 3 

At first sight, this structure exhibits some of the massive 
fumbling of a glacier, But it has direction. At the technical 
level, the staffs of the various agencies concerned—and the staff 
of the State Department—know each other. Most of them 
were in Washington in war agencies and knew each other 
then. The same is true of many of the members of the 
Committee of Nineteen. Beneath the external proliferation there 
tae phos aah bis litical 

ier’s untidy » moreover, great poli 
advantage. There is strength in the demonstrable Republican- 


ism of some of the Nineteen, and in the demonstrable relation 
of many of them to the pressure groups likely to be portent 
when the aid programme is voted on. Provision is even being 
made for getting the views of some groups—the farm organ- 
isations, for instance—that are not directly represented. The 
United States is a big country; support has to be accumulated 
in many places. 

And if there is positive strength in assembling ideas from 
many sources, there is also negative strength in not providing’ a 
single target for attack, particularly in view of what the target 
would have been. The Departments of Commerce and the 
Interior are logical places to get advice on a matter which after 
all is of great concern to the domestic economy; the State 
Department’s striped trousers are a standing temptation to an 
irreverent people. The attitude of the State Deparment towards 
the present arrangements indicates foresight rather than slight. 

In the schedule of the glacier, September is the critical month. 
October 1st is. the present deadline forthe Committee of 
Nineteen’s report. But there are two other glaciers in the 
neighbourhood whose grindings must also be considered. One 
of these is centred in Paris ; a statement of American capacities 
would come more appropriately after a statement of require- 
ments. 

The other is the bipartisan Select Committee on Foreign 
Aid, also of nineteen members, appointed by the Speaker of 
the House of Representatives in the last days of the Con- 
gressional session. A resolution for such a committee was 
submitted by Congressman Herter of Massachusetts last April, 
and while Mr Eaton of the Foreign Affairs Committee is 
the nominal chairman, Mr Herter will act as executive. 
This committee sails for Europe in a body on August 27th ; 
after consultation on board. it will divide into subcom- 
mittees for imvestigations to last some five weeks, with 
return reservations on October 4th. Three general consultants 
have been appointed, comparable to the Harriman: Committee 
members: Messrs Allen Dulles, John Hancock, and Julius 
Klein. An unsettled question is whether the Harriman Com- 
mittee shall withhold its report until after conversations with 
the returning Congressmen, or greet them with the document 
as they dock. a 

Among the political-economic factors on the agenda of the 
various groups, the most potent is likely to be the direction 
that the curve of foreign trade is taking in October. In June, US 
exports showed a decline to $1,242 million, or 13 per cent 
below the post-war high of $1,422 ‘million in May. Commercial 
exports accounted for $1,201.6 million of the June total, and 
were down 12 per cent from the previous month. While June 
exports included no shipments under post-Unrra relief and 
only $20,000 of Greek-Turkish aid, these figures draw attention 
to the fact stressed in the mid-year report of the Council of 
Economic Advisers, but not yet absorbed by the country, that 
overseas requirements, the Marshall plan included, are very 
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likely to be less in the immediate future than they have been 
lately. The Krug subcommittees’ instructions include the 
assumption of continued high-level production, but other possi- 
bilities may be included in the agenda somewhere along the 
line. 

A slackening of economic pace might make a real difference 
in the availability even of some of the tightest items—turbo- 
electric generating equipment, for instance—for which contracts 
now cover all American capacity for several years ahead. Under 
such circumstances, allocations might be worked out quietly 
on a voluntary basis: in the machinery category the number of 
companies concerned is not very large—three each in mining 
equipment, electric equipment, and locomotives, though to find 
a freight car to attach to the locomotive is a different matter. 

When it comes to agricultural products, indeed, the shoe is 
on the other foot. The line from the Southern folksong, “ By 
an’ by hard times comes a-knockin’ at the door” is already in 
the minds of the tobacco farmers of Virginia and North 
Carolina ; there is even speculation on the merits of a 10-year 
bilateral agreement with Britain which would assure supplies 
free for two years in return for a guaranteed market, at a given 
percentage of “ parity,” for the next eight. The course of this 
trial balloon shows which way the wind is blowing in quarters 
hitherto strong in support of free trade. Officials of the State 
Department, hearing these rumours, now must remember rather 
bleakly the testimony they gave to Congress last winter in favour 
of the International Trade Organisation and the full rigours of 
multilateralism. 


American Notes 


Moral Suasion Fails 


Faced with a more or less general disposition to ignore 
Presidential warnings on price dangers, and with new price in- 
creases in farm products, foodstuffs, coal, steel and automobiles, 
the Administration last week decided that moral suasion is no 
longer quite enough. The gentle urgency of Presidential denuncia- 
tions has been replaced by a declaration from the Department of 
Justice that a nation-wide investigation will shortly cover food, 
clothing and housing costs, and that “where criminal conspira- 
cies are found to blame for high prices, prosecutions will be 
started.” Determination of guilt, declared Mr Tom Clark, the 
Attorney-General, must now be followed by gaol sentences for 
“all individual profiteers, and top fines for all corporations.” 

At a subsequent conference, Mr Truman admitted somewhat 
ruefully that he did not expect the investigation to “ force 
down prices,” but that it would expose those who were charging 
prices higher than is warranted. In fact, the investigation, which 
represents little more than an extension of recent endeavours by 
the Federal Trade Commission to check “ price maintenance ” in 
the retail field, is in itself a confession of the impotence of 

_ government, and is probably intended to provide a reasonable 
answer by the executive branch to any charges which may follow 
from the Congressional price investigations to begin this autumn, 
with Senator Taft in control, as chairman of the io 
Economic Committee. 

The new drive opened this week with a fanfare of publicity, 
and the first specific charge in the new anti-trust campaign. The 
Federal Trade Commission has given notice that almost the 
entire steel monte must answer the accusation that twenty-six 
corporations have for many years “collectively composed b- 
lished, and announced prices in a wrongful and ied eee 
The FTC has extremely wide power of investigation and can issue 
“cease and desist orders” whenever it decides that company 
procedure violates the Anti-trust Laws. It can also avoid pro- 
tracted court procedure and thus quicken the pace of anti-trust 
action. But its record does not suggest an efficient administrative 
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body (largely for reasons beyond its own control) and it hee 
certainly proved in the past to be incapable of continuing contr) 
over those industries which have been judged to be offenders 
under the Sherman and related Acts. ie 
Meanwhile, wholesale prices touched a new peak this th. 
with the Bureau of Labour Index (1926) at 151, against 141 jn 
December, and with the cost-of-living index (1935-39) at a new 
high point of 157 in June, against 153 in December. The col 
lapse so frequently and so long forecast will certainly not arrive 
in time to ease dollar shortages abroad, and will certainly not 
be hastened by the investigations now under way. 





* * x 


Wage Rate Peaks 
Against this background wage rates are still rising ton ; 


‘peaks wherever organised labour can find a Clause in a wage 


contract sufficiently broad to allow “ re-negotiation.” And on the 
Jatest evidence President Truman is still backing the claims of 
the unions to enjoy fresh wage advances without price disturb 
ances. Spokesmen for the American Federation of Labour de 
clared recently that a general process of wage revision must come 
about unless industry agreed to voluntary price reductions, and 
this cry has been taken up by representatives of the Congress 
of Industrial Organisations, Some of the CIO unions are going 
as far as to suggest that Congress should be brought back im 
special session for the’ reimposition of price controls. yy 
The movement of wage rates and weekly earnings since 1939 
makes very interesting reading. Those tabulated below refer only 

to selected manufacturing industries. Farm workers have re 
even greater gains, the July average of daily rates (without board) 
being $5.17, an increase of more than 300 per cent from 1940? 
INpUsTRIAL HourLy EARNINGS - 


Durable Non-Durable 
Goods Goods 
Industries Industries Average ~ 
$ $ $ 
BRD. icici g bok 4 Sie 0-698 0-582 0-633 
RUS ke bs ok <cawss 1-156 1-012 1-084 
1946, ‘December. ..’. . 1-216 1-077 1-148. 
1947, June......... 1-294 1-138 1-220 >” 


For all manufacturing industry in 1939, the gross weckl 
was $23.86. By 1944, the weekly average had risen to just Be 
$46, declining to below $44 over 1946, and rising to the new 
peak of just bélow $49 in June last. In fact, of course, organised 
labour, generally, has held no more than a very modest shafe, 
in terms of real wages of this nominal increase. The Depart 
ment of Labour estimated recently that May earnings of $48.46 
were equivalent, after tax deductions, to no more than $26.46 
in terms of 1939 prices to a single worker and to less than $30 
for a worker married and with two children. These figures, 
moreover, do not reveal the extent to which the highly or c 
and aggressive unions have been able to secure advantages at th 
expense of those less favourably placed. Since. the collapse of 
price control last autumn the purchasing power of many millions 
of oe workers must have suffered severely. os 
resident Truman’s mid-year to Congress repeated his 
earlier request, made last January, for a revision of social security 
benefits and for an increase in the minimum wage level of 40 cents 
an hour for industrial workers engaged in interstate commerce. 
The President then declared that the existing minimum (autho- 
rised by the Fair Labour Standards Act) was equivalent to n0 
more than 25 cents an hour in terms of pre-war prices. Many 
attempts were made during the past session of Congress to revise 
this minimum to at least 60 cents; one group of New Deal 
Democrats attempted to secure a minimum level of 75 cents by 
1949, but the move was finally blocked by the majority parly 
largely because, if there is to be a revision, it had clearly etter 
be done in election year. 4 


* * * 


Inquisition by Committee d 
The notoriety which attended, and the collapse which has 


followed, the Ferguson-Brewster investigation into the wartime — 
airplane contracts awarded to Mr Howard Hughes and Mr Henry: 
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accounts. But gon we contributed to the discomfiture of 
the investigators, ¢ speedy adjournment ‘of the’ hearings, 
was the fact that the Senators who went fishing for minnows 
found they had caught two fish with much more fight in 
them, Mr Hughes and Mr Elliot Roosevelt. Congress, in search 
of the raw material of legislation, enjoys virtually unlimited 
powers of investigation. Committee hearings suffer ne hindrance 
from the safeguards which characterise judicial procedure, and 
this guerilla warfare has usually been at the expense of the 
witnesses. But this time it was the investigators who fled before 
Mr Hughes’ aggressive countercharge that Senator Brewster had 
offered to call off the hearings in return for the acquiescence of 
Transcontinental and Western Airlines in the formation of a 
proposed monopoly for overseas operations. 

The short-term effect of the extravaganza was to divert public 
attention from the mounting crisis in Europe and to spread a 
non-partisan smear over witnesses and investigators alike, as well 
as a number of government officials. Over a longer period, how- 
ever, a useful purpose may be served if it induces, either by 
changes in the law, or purely by the force of horrid example, 
more self-discipline on the part of investigating committees. The 
committee probe is, by its very nature, a focus of controversy, 
and many observers doubt whether the compulsory powers 
enjoyed by Congressional committees can be curtailed without 
impairing their usefulness. But one reform very widely supported 
is that the power to investigate should be limited to those stand- 
ing committees which also write the laws; that muck-raking for 
its own sweet sake should end. The Legislative Reorganisation 
Act passed last year originally contained a prohibition of special 
committees like the War Investigating Committee under whose 
auspices the Hughes inquiry took place. This was sacrificed to 
secure the agreement of the House, and has been disregarded in 
fact ; but a limitation. of inquisitorial powers to permanent com- 
mittees might raise the standards of hearings. 


* * * 
Newsprint Prospect 


The newsprint “famine” in the United States has in the 
last few months produced a special survey by the Tariff Commis- 
sion, an independent inquiry by a Congressional committee, and 
another investigation by a Federal grand jury, on behalf of the 
Anti-trust division of the D ent..of. Justice. . The. judicial 
investigation, designed to sift the evidence supporting recent 
charges of collusion, between large. publishing groups and mill- 
owners, at the expense of smaller units in the trade, will 
presumably continue for. some time. The Tariff Commission and 
a House Committee have meanwhile established the fact that a 
very determined effort will be needed to expand newsprint supplies 
in North America, although domestic output of all grades of 
paper and paper-board has recently established a recofd annual 
tate of 21 million tons—very nearly double the 1929 boom rate. 

The Tariff Commission survey gives the following picture: — 


Newsprint output, consumption and 
im 


(million tons) 
Domestic 
Consumption output Imports 
1929... ane ons 3.8 1.4 2.4 
1939... bes lin 3.5 0.9 2.6 
1944... wl 3.1 0.7 2.4 
1946 43 0.8 3-5 


Canadian newsprint capacity is now about 4,300,000 tons. 
Capacity in the United States in 1947 is estimated at 850,000 tons, 
with consumption still expanding slowly at 4,400,000. The Com- 
mission takes a sober view of the possibilities of any expansion in 
US production because domestic costs are relatively high and are 
still rising ; suitable pulpwood supplies are fast diminishing, and 
other grades of paper offer more attractive price margins for the 
mills (largely because of protective duties). In the South, where 
Taw materials are in fairly good supply, it is held that “the limits 
of expansion ” are probably within the range of 150,000 to 200,000 
tons yearly. 

As for so many other materials, the United States is thus now 
turning to Alaska for an expansion in supply. Here, possible 
output, on an entirely economic basis, is put as high as 1,000,000 
tons yearly, but in order to secure this, it will be necessary to 
develop power sites, logging equipment and mills, a task that 
will probably take two years and cost more than $100 million. 
Development has been icated by Indian tribal claims which 
were recently shelved by .. So far, American industry 
has not shown any great enthusiasm for development. in this 
region, while expansion in Canada has been delayed by memories 
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of the drastic slump in newsprint prices which followed from 
the 1920 boom. The survey by the House Committee, only sum- 
marised versions of which are available on this side of the 
Atlantic, seems to have followed from a far less detailed investiga- 
tion... It declares, for example, that the South could support a 
newsprint industry with an annual capacity of 1,500,000 to 2,000,000 
tons. “ with proper reforestation,” but it does not, apparently, out- 
line such a programme, which would certainly entail a considerable 
amount of Federal support. ° 
Newspaper publishers here can only sigh for a sight of the 
“ stringency ” that afflicts. their American colleagues. In 1946, 
US daily newspapers had a combined daily circulation of fifty 
million copies, averaging 22 pages, although postwar stress found 
its reflection in a fall of 20 pages in the average size of Sunday 
editions, which are now a mere 70 pages. 
* * 2 


Westward Ho! 


The westward stream of migration, which dropped to a 
trickle with the closing of the frontier and the end of free land 
in 1890, reappeared during the war years. Census figures just 
published show that between 1940 and 1946 California, Oregon 
and Washington, on the Pacific Coast, gained 3,481,000 inhabi- 
tants an increase of 33.9 per cent. The rate of increase for the 
other 45 states was only 3 per cent. In spite of a natural net 
increase in the nation between 1940 and 1946 of over 9,000,000, 
17 states showed absolute drops in population, and 12 other 
states kept. their total constant only by very narrow margins, _ 

In these 29 states there was a net outward movement of 4.5 
million. There was a call from both coasts; it was the inland 
states—the Dakotas, the mountain states, the South—which 
suffered the heaviest losses. The eastern seaboard managed to do 
a little better than hold its own. A century after the Gold Rush 
of 1848, California is once more the new frontier; that state led 
the list with a population increase of 2,485,000, an increase of 
36.2 per cent. The lure of gold’ was replaced by that of the 
war industries and the golden climate of California. How per- 
manent this movement may prove to be is another matter, but 
as yet there is no pronounced exodus. ’ 

The figures for California lend a peculiar interest to. the re- 
ported determination of the Democratic National Committee to 
stage next year’s Presidential Convention in Los Angeles or San 
Francisco. California, already third in population after New 
York and Pennsylvania, has 25 electoral votes. It will have more 
in 1950 when there is a new distribution of votes. California 
played a critical role in the Wilson election in 1916 and in 
mominating President Roosevelt in — All the omens are that 
its influence will continue to grow. at the influence will be, 
in national politics, of a state in which the party boundaries are 
so lightly treated, and nonsense of all kinds so highly esteemed 
as they are in California, is incalculable. It explains, however, 
the desperate efforts that have been made to quench the Wallace 
boom in California and bring the Democratic Party into Jine in 
that state. 


Shorter Notes 


A crushing blow was dealt last week to hopes of an effective 
third party led by Mr Wallace, when Senator Pepper—“ Red” 
Pepper to his enemies—came out loud and roe, in favour of 
another term for President Truman. Senator Pepper is the 
staunchest New Dealer and the most congenial ally Mr Wallace 
possesses in the Senate. His intention to remain loyal to his 
party will strengthen the Democrats’ appeal to labour as much 
as it weakens Mr Wallace’s proposed bolt. 


* 


President Truman has appointed three new members to the 
National Labour Relations Board which, under the new Labour 
Act, has specific authority to regulate “ unfair labour practices,” 
The new members are: Mr. Robert Denham, a conservative- 
Democrat lawyer, who will be general counsel to the Board ; 
Mr Abe Murdock, a former Utah Senator and New Deal advo- 
cate, and Mr J, Copeland Gray,. who. has gained an extensive 
experience of labour ; on the Wage Stabilisation Board 
and the Regional War Labour Board. Mr Gray’s political colour 
has been determined as “liberal-Republican.” The Senate gave 
a somewhat grudging approval to these appointments before 


appointment until J next. A more widely welcomed. 


anuary 
t is that of Mr Cyrus Ching as head of the now 
autonomous Federal Mediation and Conciliation . 
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M. Ramadier’s Cleft Stick : 


(From Our Paris Correspondent) 


GREAT deal of criticism has been levelled, some of it with 

excellent reason, at the integrity and wisdom of certain im- 
portant sections of the French Socialist Party. Nevertheless, in 
fairness it must be admitted that at their thirty-ninth annual 
congress, which took place at Lyons last week-end, they were 
certainly caught between the devil and the deep blue sea. 

The fundamental issue lay between the “ participationists ” and 
the “anti-participationists.” If the Socialists leave the Govern- 
ment today the two surviving partners of the coalition—the 
Radicals and the MRP—will cease to command a majority, the 
pagliamentary machine will be paralysed, the new constitution 
further discredited, and “ La république en danger” will become 
something more than a melodramatic party slogan. French in- 
stability and political confusion, alseady all too apparent to the 
fifteen other partners at the Marshall talks and to the “ observers ” 
from the International Bank (who are over here looking into 
France’s claims for another emergency $250 million loan) will be 
blared out in headlines from Washington to Moscow. In the 
ensuing confusion the Communists may well manceuvre them- 
selves back into office and eliminate France as an effective 
partner in the Marshall planning. These arguments are telling 
enough even in the mouths of Socialist leaders who have jobs, 
and not unnaturally want to keep them. 


The second alternative is scarcely more appealing: it means 
conciliating the two partners on the Right. In practice this 
involves the abandonment of the Socialist policy for tighter 
economic controls and more severe rationing and food collecting, 
for a new fiscal policy and for colonial reforms which imply a 
greater degree of autonomy for the native populations and less 
protection for the European minorities than the other two parties 
could be induced to sanction. “ What is the sense of our party 
Staying in office to carry out a policy exactly the reverse of its 
own?” is a question which is being asked by a great many 
Socialists who are neither “cryptos” nor fools, nor necessarily 
vote cadgers. 


The Congress Evades the Issue 


The Socialist dilemma is plainly one of expediency rather than 
principle. They must weigh up the disadvantages of two dis- 
pleasing but inevitable alternatives. The one thing they cannot 
do is to elaborate a policy and impose it on the country, since 
that would need more than the backing of a quarter of the 
electorate and a diminishing voting strength. 

The Socialist Annual Congress chatacteristically evaded this 
choice between evils. It contented itself with dragging out the 
crisis which keeps on, almost—but not quite—demolishing the 
coalition, and has already quite demolished public respect for 
the Government’s authority. Before the Congress dispersed, it 
had voted resolutions, firstly, to authorise M. Ramadier to stay 
in office ; secondly, to command him to follow a policy which 
would make this impossible. In his few months of office M. 
Ramadier has earned a reputation for conciliation and recon- 
ciliation which has sometimes approached the miraculous, and 
this time he will certainly need all his talents. The immediate 
issue will be the Statute of Algeria, which comes back before the 
Assembly this week and the Socialist bill for strengthening 
governmental authority to tighten food distribution. Tempers 
are frayed, and this interminable session is not made less 
exasperating by the tropical heat. Moods, especially of French 
politicians, are unpredictable and much will depend on moods. 

If the Socialist deputies follow party orders to the letter and 
refuse to conform to the well-developed precedents for political 
ee ee ne aaa it is quite possible that 
they may find the Prime Minister, M. Ramadier 


vinced that it is his duty and privilege to show that France cay 
be governed in defiance of the Communists, and would be very 
adverse to a forced retirement. 


Danger of a Split 


A split in the French Socialist party would be deplorable esi 
the European point of view, and would very gravely prejudice 
what chances France still has of achieving stable government 
within what the West understands by a democratic framework, 
It is to be hoped that the French Socialists will profit from the 
sad examples of division and downfall of their comrades in Italy 
and Eastern Europe. Three forces may keep the party and 
Government from disintegrating: the great personal influence of 
Paul Ramadier’s principal adviser, chief of the “ participationists” 
and still by far the best beloved of the party leaders, Léon Blum; 
secondly, a joint desire to make the best of the Marshall offer, 
which may keep both the coalition and the Socialists from disin- 
tegrating, at least while the Paris conference continues ; finally— 
strongest of all cohesive forces—the hostility inspired by jealousy, 
suspicion, fear or plain exasperation, felt by almost the whole 
Socialist party towards the Communists. This was the dominant 
characteristic of the Lyons Congress. It was evident not only in 
the outspoken words of the Prime Minister, but in the general tone 
of the debates. The Socialists have certainly moved a very long 
way since their last year’s ss, when a substantial section 
of the party was still advocating “l’unité d’action ouvriére.” 

Whatever the Socialists should and could do in their unhappy 
predicament, one thing is certain: their Congress did n ' 
either to enhance their own prestige or to strengthen F 
wavering faith in the value of the party system and parliamentary 
government in general. After prolonged debates only a week ago 
the theoretically sovereign Assembly twice voted confidence in the 

mmment. The party Congress, which represents about 1 per 
cent of the electorate (party membership is ahout 300,000), was 
then able to decide whether or not it chose to overrule and reverse 
the decision of parliament. Thus it did no good either to the 
Government, or to the Assembly or to itself. 


Economics of Franco’ $ Spain—ll 


The Poverty of the People 


By A SPECIAL CORRESPONDENT 


THE disparity between the standards of rich and poor, always: 
a sttiking feature of Spain, is on the increase, Ever since the 
civil war there ha§ been a steady tendency to inflation. During. 
1946 it got well out of hand, causing a great stock-exchange boom 
and heavy sacrifices: by the "fixed-income classes, in which under 
a dictatorship the workers are included. Largely, as the Bank 
of Spain’s report for the year shows, this can be attributed 1 
heavy calls on the capital market and especially to government, 
borrowing. But the rise in prices caused by the disastrous 1945 
harvest and the subsequent growth of the black market are other 
factors, while much of the boom in variable-interest securities was. 
due to a rush to convert money into the apparently safer form of. 
industrial and real estate shares. 

At first the government found it convenient to >a 
the line of pestying the inflation ; “ Hispanicus,” the economic 
journalist who is popularly supposed to be Franco himself, quoted, 
the standard arguments about inflation’s stimulating effects. More. 
recently, however, the tendency has been to pretend that it is not. 
taking place, to censor the. nad to Heald Noe pie, J 
word itself. The government is trying to restore control, i 

down borrowing. 
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BEFRE SS 


Ss 


sREST PRS Ye 


—< 
Ss 


gadugaaias 828 


5 


3 


BREE 


a. 
Ss 


wiaekeark 25h 


a 


THE ECONOMIST, August 23 1947 


capital after the spate of new capital issues in December, the 
withdrawal by the syndicates of large deposits in order to pay for 


the first instalment of Argentine imports, and its own selling of ' 


4oo million pesetas’ worth of shares in the Telephone Company— 
jt was able at the beginning of this year to check the rise both 
in food prices and in the note circulation. Nevertheless, there’ is 
no sign of any reduction in government expenditure ; industrial 
and raw-material prices were still rising at the beginning of the 
year ; the note Circulation is rising again, and it will not be possible 
to say whether the inflation has really been mastered until after 
the usual heavy autumn demands for agricultural credit have 
taken effect. The government is nervous about the psychological 
repercussions of raising the fiduciary issue—at present limited to 
23 billion pesetas—but it seems unlikely that it can avoid this step. 


The Cost of Franco’s Bodyguard 


The Ministry of Finance is not above practising a certain amount 
of deception. Instead of a cut of 144 million pesetas in the army 
estimates, as announced by the Minister, who added last year’s 
extraordinary expenditure to the actual budget figure in making 
this calculation, there has been an increase this year of 775 million 
pesetas, or over a third. An ingenious trick, too, was used two 
years back in order to conceal the increase in expenditure: the 
prizes awarded in the State lottery were removed from the 
expenditure side and transferred to Revenue as a deduction from 
lottery receipts. And the Falangist party, which seemed to drop 
out of the budget after 1945, just as it seemed to drop out of 
politics, has in fact been smuggled in under the (largely clerical) 
skirts of the Ministry of Education, which now pays for the greater 
part of its activities—198 million pesetas this year against an 
official budget for the Falange of only 36 million. It is not sur- 
prising therefore that the full budget, in which alone these 
deceptions are apparent, is not available to the public. With it 
one can discover other interesting facts ; for example, the annual 
expenditure for Franco’s bodyguard is 16 million pesetas this year 
—which is equivalent to fifty times the grant to the Prado or 
over a sixth of the annual budget of the Ministry of Agriculture, 
and is some measure of the value placed by the Spanish govern- 
ment on the superficialities as opposed to the realities of pros- 
perity. This can be further confirmed by anyone who saw the 
show put on for Sefiora Perén or who visits the newer government 
Offices. 


Paying for Protection 


Though many of Spain’s problems are inevitable, the great 
proportion of the state’s expenditure (48 per cent of the 1947 
budget), devoted to armed forces, civil guard, Seguridad and 
Falange, is a specific feature of the present regime. Hitherto it has 
been able to fimance such heavy unproductive expenditure by 
large-scale borrowing and the introduction of extraordinary 
estimates, almost entirely devoted to the armed forces, to sup- 
plement the main budget, compelling the banks to subscribe to its 
loans. But besides its contribution to the inflation all this waste 
of money is beginning to have another effect: the banks are 
returning their government stocks to the Bank of Spain (especially 
the 2} per cent Treasury bonds) as security for loans, so that to 
an increasing extent it is the latter from whom the government is 
really borrowing. Yet it cannot easily cut down. Whether or no 
the government is really frightened by the foreign bogies which it 
conjures up for the benefit of the public, it must for consistency’s 
sake keep up the appearance of facing an outside threat. More- 
over, it would be politically disastrous for it to harm the interests 
of the 25,000 regular army officers whose pay in 1946 cost the tax- 
payer more than did either housing or social insurance. Nor 
could it possibly cut down on the 92,000 police unless it were in a 
stronger position than at present. 

The food shortage and the lack of raw materials have severely 
affected the living conditions of the middle and working-class 
Spaniard in the towns, and the landless labourer. Though the 
Situation is in some ways much better than last summer, when 
the effects of the 1945 drought were still being felt, there is no 
sign of permanent improvement. Wages, tightly controlled, have 
been unable to follow prices upward, with the result that even in 
1945, before the inflation had taken effect, the official index 
showed real wages for men as 30-50 per cent below the 1936 level 
{allowing for Sunday pay). Nor does the Spanish insurance 
system pay large enough benefits to affect this greatly. Payment 
for holidays and Sundays brings a worker’s basic wage up by 
roughly a quarter, and then the Insurance Institute pays a fixed 
scale, irrespective of the basic wage-rate, for t 14, 
which may be supplemented by ing schemes run within 


the individual firm. But the rates are low. The average insured 
worker with a family in 1946 was drawing 2.16 pesetas a day under 


unlikel 
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the various provisions of the family allowance scheme, ana 
although women’s pay has increased more than’ s it seems 

ikely that there is to-day any working-class family in Spain 
which is better off in terms of real wages than it would have been 


in 1936. 
ee Rations in Town and Country 


During 1946 the official cost-of living index rose by a third and 
the food index by over 40 per cent, with the wholesale black- 
market food index, as calculated by the LAFICO economic news- 
letter (Madrid), rising by 56 per cent. And though the rations 
have improved since last summer they are still startlingly low. 
There are endless local variations and no consistent policy other 
than for bread, so that only random examples can be given: e.g., a 
month’s rations in Seville this spring comprised a litre of oil, 
500 grammes of sugar, 300 each of rice and dried cod, 700 of beans, 
200 of soap and 50 of coffee ; and in Jerez a litre of oil, soo gram- 
mes of beans, 300 each of sugar and cod, 200 of rice and 100 each of 
soap and vermicelli, all at controlled prices, which, though low, are 
not low enough to prevent some people from being unable to buy 
their whole ration. In villages the situatié:. {¢ worse. Whether 
through inefficiency or on the assumption that the peasants have 
their own source of supply, rations are announced which are not 
in fact available in the shops, and even the bread ration is not 
always honoured. All Spaniards are driven to the black market, 
whether as buyers, or sellers, or both, and the outward evidence 
of misery is obvious enough. 


It is not only the workers who are driven to dishonesty by the 
need to use the black market. One of the chief causes of the petty 
racketeering by minor officials and of the deals in army rations 
is the low pay of junior officers and the bottom grades of the civil 
service. The evils of the situation are cumulative, and the black 
market, whose chief stimulus was the unusually bad harvest of 
1945, is now so firmly rooted that even the record olive crop 
of last year could not shake it. Allowing for exports, 37 per cent 
more oil than the 1931-35 average was produced for home con« 
sumption. But it is still rationed, and sold on the black market 
in Seville, the centre of the olive area, at two and a half to three 
times the controlled price. Average exports in 1939-43 were less 
than half those of 1931-35, and they have since dropped even 
further. Moreover, all exports through the port of Seville in 
1946 were compensated by imports of soya oil, and as this is not 
available in the shops as such it is fair to assume that it is mixed 
in with the ordinary oil ration, With neither agricultural. diffi- 
culties nor foreign trade restricting the quantity available for 
consumption the shortage is a great tribute to the power of the 
black market. Such conditions exaggerate the effects of the 
fundamental difficulties and keep the cost of living artificially high. 


Need for New Houses 


The housing situation, too, is extrémely unfavourable. ‘The 
great shortage of building materials, in which there is, of course, 
an active black market, the growth of speculative building and the 
lack of any firm central policy has meant that the ber of new 
dwellings offered at reasonable rents is very low indeed. The 
Banco Urquijo in its report for 1946, calculates that there was a 
shortage of 500,000 dwellings in January, 1946. To keep pace 
with the growth of the population 62,500 additional dwellings a 
year are needed, quite apart from the replacement of the 30 per 
cent of existing dwellings which are officially condemned. . But 
the building actually undertaken bears no relation to the needs. 
Only 24,000 new dwellings were authorised by the Fiscalia- 
Superior de la Vivienda in 1945, and, though probably about 
10 per cent more were authorised last year, too many builders 
apply for licences without ever intending to carry them out in 
order to get the materials to make it likely that anything like those 
numbers were built—roughly one-third of the dwellings authorised 
in 1945 were completed during the year. All this means that 
overcrowding continues—even the casual visitor can find in 
Madrid a family of eight living in one room, or in Seville eighteen 
families in a small tenement sharing a single kitchen and a 
blocked-up lavatory. Unless the state is able to introduce a 
drastic and undoubtedly very expensive plan conditions will get 
worse rather than better. 

Yet complacency seems to be the order of the day. “ Such is 
the extent,” says the “ Spanish Newsreel,” the official propaganda 
sheet in English, “of the work done by the National ees 
Institute and other similar institutions, that it is impossible to do, 
it justice. It may well stand as an example to those who wish) 
to judge our regime by the work which has been accomplished) 
during its term of existence.” In Spain, one .must realise, there, 
are depths of silliness as well as of misery, which are difficult to, 
imagine from this side of the Pyrenean Iron Curtain. 








328 


West Indian Conflicts 


[BY A CORRESPONDENT] 


Tue Report of West Indies Development and Welfare for 1945-46, 
prepared by Sir John Macpherson (who ‘succeeded Sir Frank 
Stockdale as Comptroller in 1945), contains little that is new. 
Most of the facts and arguments about the West Indies which 
it sets out are alicady familiar to those who have attempted a 
critical appreciation of Sir Frank Stockdale’s two preceding 
Reports, and the distressing picture of the future prospects of the 
West Indian Colonies which has already been drawn will hardly 
be dispelled by the plain and unvarnished story of two more 
years Of administrative work which Sir John Macpherson tells. 

In some ways, however, the present Report may be thought. to 
mark the end of an epoch in West Indian affairs. The “ develop- 
ment and welfare” approach to economic, social, and political 
problems has failed so obviously that even the most reluctant will 
be driven to think a little about the way things are drifting, and 
of the direction) j,gong-term trends are taking. Hitherto, for 
instance, the classié example of the clash between economic 
realities and starry-eyed idealism has been in the field of education. 
The application of this argument is greatly widened in the present 
Report ; scveral other examples of the operation of the limiting 
economic factors are now presented to the public for the first 
time. The most striking of these is given in the section of, the 
Report dealing with Town Planning and Housing Schemes, from 
which it appears that it has only been possible to allocate the 
trifling sum of £42,000 for housing in the draft development plan 
proposed by the Government of the. Leeward Islands.. It is 
nevertheless pointed out that the cost of carrying out a single 
scheme involving the moving of 187 families from one of the. worst 
slum areas in the capital rown of one of the three Presidencies of 
the Colony would absorb nearly half this sum, which is all thar 
will be available during the next ten years for all housing schemes, 
rural as well as urban. The general conclusion is that “the 
housing problem in the West Indies cannot be solved by sub- 
Sidies under the Colonial Development and Welfare Acts of 1940 
and 1945.” 

This may be taken as a pretty fair random sample, as well.as 
a useful illustration of the situation which confronts the adminis- 
trator in one way or another over and over again in the daily 
run of the official mill, and the obvious conclusions can be shirked 
no longer. Although the intellectual discomforts which this 
process has created have not hitherto Ied to direct changes in 
Official policy, there has nevertheless been a tendency for “ wel- 
fare” to be allowed to recede into the background, and for 
“development” to becomé the primary aim and objective of 
public administration. This becomes explicit in the Housing 
section of the report, where Development and Welfare policy is 
defined anew as aiming at “concentration of capital expenditure 
on development projects calculated to raise the general stan- 
dard of living.” The emphasis lies on “welfare through 
development.” 


No New Policy 


This being so, it might therefore be expected that the begin- 
nings might be seen in the present Report of a new policy and a 
new programme. But this is not the case; all that there is of 
fresh argument may be described a: a simple reaction from tne 
present situation. The truth is that the politician still. calls for 
“ welfare,” whilst the official planner is beginning to call for 
“development.” ‘The outcome of this clash is a dangerous state 
of drift that will continue until a constructive policy is adopted 
in which “welfare” is utilised as the force energising the 
“ development” programme. That there is little chance that any- 
thing like this will emerge from the administrative machine as 
now constituted, however, is obvious from the fact that the grants 
under the Act of 1945 are administered on an “overall” basis ; 
that is to say, certain total sums have been made available to 
each Colony to finance development schemes gathered together in 
so-called “Sketch Plans” applicable to a period of ten years. 
This has had the consequence in the first place of intensifying 
inter-departmental rivalries. Secondly, and still more important, 
as the allocation of the sums between services has been left to 
the individual Colonies preparing the Sketch~Plans the initiative 
in matters of development and welfare has passed from West 
Indies Development and Welfare to the Colonial Governments, 
and_the effectiveness of that body as a planning agency has been 


the least political influence have gone to the wall, and as a matter 
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of fact rather than of theory “ welfare” has triumphed at qhe — 
expense of “development.” Barbados, for instance, has \beeq 


‘ allocated £800,000 under the Act of 1945; this is included j 


the total estimated expenditure of £2,611,726 provided for 

the Barbados “ Sketch Plan” for 1946-56 which allocates £727,579 
to public health, £534,000 for Housing and Town Planning, 
£446,806 to Education, and £200,000 to Social Welfare. Ip cog. 
trast, £533,000 is allocated to Water, £486,806 10 Agriculrure ang 
£50,000 to “ Industrial Development.” So far as Barbados is con. 
cerned therefore, the 1945 Act will be “dead” if and: whem the 
Sketch Plan is approved ; nothing more could then be achieved 
under it towards securing a new objective such as “ welfare 
through development.” oy 


Too Timid Measures 


So far as economic organisation is concerned, we are only just 
beginning (in the present Report) to emerge from a state of intel. 
lectual sloth in which all the shortcomings of the region age 
attributed directly to “laziness” and indirectly to the 
able influence of the climate. This greater awareness of the com 
plexities of human behaviour is certainly welcome, but it is dig- 
appointing that the diagnosis of the economic ills of the West 
Indies is so negative. The imporiance of the rapidity of the 
growth of population in the West Indies is emphasised ; quite 
rightly so, for it is pointed out that recent censuses estimate itat 
2,848,947 in 1946, as compared with 2,028412 in 1921. The 
increased cost of living is regarded as a serious burden and a ¢on 
siderable source of embarrassment to Governments; the low 
productivity of labour, and delays in increasing basic productivity 
generally is stated to be a cause of “ deep disappointment.” Con- 
siderable gains have been recorded since the Royal Commission 
went to work in the depressed years, but the present economic 
position is unstable: fie 

It is by no means certain that these gains can be consolidated, or 
that ‘there has been any fundamental progress towards a solution 
of the basic economic problems of the area. 

Indeed, 


the restrained optimism with which this measure of progress should 
be grected must be tempered by a recognition of the largely artificial 
character of the war-time gains. ¥y) 
There may be some doubt as to whether the facts thus pre- 
sented justify even the measure of. “restrained optimism” 
accorded to them. Even if rhe prices of West Indian exports have 
risen, the adverse balance of trade of Jamaica has increased from 
£2,400,000 in 1936 to £4,800,000 in 1945 (imports being exactly 
double exports) whilst Trinidad converted a favourable balance 
of one million West Indian dollars in 1939 into an adverse balance 
of $17,800,000 in 1946. The instability of the economies of the 
West Indian Colonies may be appreciated from the fact that 
Jamaica had the benefit of substantial “invisible exports” in the 
shape of the earnings of agricultural labourers in the United 
States, which amounted to approximately £3,800,000. This source 
of revenue cannot be counted on in the future. ‘ 
We therefore find ourselves compelled to this conclusion: West 
Indies Development and Welfare has mainly restricted itself in 
the past to surveying the overall social and economic problems 
of the region, but has not addressed itself’ to finding solutions 
for them which will lead to lasting improvements ; it lost most 
of its potentialities as an energising influence in the affairs of the 
West Indies when the system of “ overail” grants was adopted. 
The initiative has now passed to the Colonial Governments, busy 
with the preparation and discussion: of Sketch Plans. Sir John 
Macpherson expresses the hope that “all the Colonies will then 
be able to embark on the orderly execution of large-scale pro- 
grammes of development that will be based on sound E 
planning.” But this is a very slender hope, to say the least of it. 
He recognises that “in the enlarged conception of development 
planning it is essential that high priority be given to projects that 
will increase the national income in a more immediate and definite 
sense” than would result from the extension of the social sef- 
vices ; he expresses the belief that “ responsible opinion today i 
much more optimistic than was the Royal Commission about the 
prospects of increased industrial development in the area.” Butall 
still remains to be done in the way of preparing detailed plams 
for the development of specific industrial and other projects 
utilise the resources of the West Indies, particularly. ct. 
There is little hope that this can be achieved until West Indiés — 
‘Development and Welfare is reconstituted as a regional plana 
body, possessing sufficient political authority to overcome | 


‘interests, ignorance, and inertia. Whether or not this will’be 
‘possible will depend on the outcome of the negotiations s now pro- 
ceeding towards the establishment of a West Indian Federation.’ 
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THIS ENGLAND eee Number Nine 
UR civilization is divided .into at Zl 

least two parts—the North and the 
South. The North is hard but hard- 
working, canny but hospitable ; the South 
is soft but generous, mannered but gentle- 
hearted. Yet there are connoisseurs who 
wear tweeds as well as morting coats, there 
is taste in the Dales as well as on the Downs, 
and there are smokers who demand the best 
whether they spin yarn in Manchester or 
yarns at Westminster. Balkan Sobranie 
has no accent—it translates perfectly into 
all dialects and every tongue. 





“In times of scarcity, for the simple reason that 


everybody wants it, the best becomes scarcest of all.” 


as If your White Horse Whisky 





~ seems rarer than ever, it is partly 


because so many people prefer it. 


MAXIMUM PRICES :—Bor, 25/95 }-Bot. 13/6 as fixed 6y the Scotch Whisky Association 
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One of these days you may be saying good-bye to your son as he goes away 
for Army Service or to live and work among strangers. Then he must find 
his own friends. His moral and spiritual quality will be tested under 
new conditions, and especially by loncliness—the loneliness of a barrack 
room, a strange town, or perhaps a foreign country. 
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One of the tasks of the Y.M.C.A, is to serve young men in these circum- | 
stances. It offers friendship and encouragement, as well as recreative 
activities for body, mind and spirit. Your son may be one of the many 
thousands who look to the Y.M.C.A. for help and guidance. By supporting 
this great undertaking now, you can do something to ensure that he does 
not look in vain. Please send a contribution to-day. 
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Donations may be sent to the Rt. Hon. The 
Earl of Athlone, K.G., G.C.B., President of 
the Y.M.C.A. War and National Service 
Fund, 112 Great Russell St., London, W.C1 
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( Registered under the War Charities Act, 1940) 








Valenta 


**] was against it — 


but experience of 


this man has 


-_——- 


" 1 admit I was rather against 

taking on anyone over 40 for an 

executive job. You know—old dogs, 

| new tricks, and all the rest of it. 
| 


* But this man I mentioned ts older 
—and he’s proved me wrong. What 
an asiet experience can be! He got 
the hang of our business in no time; 
and he has a grasp and judgement 
you couldn’t expect from a youngster. 
To watch him tackle a problem is fine 
training for the young chaps in his 
department who will one day 






RS ONES SS SC succeed him. 
we ere. oe eee “Yes, the Appointments Office 
“AS Re suggested him — added him to their 


* short list because of his impressive 
record. I'm glad they did. It’s an 
instance of the intelligent way they 
help you in finding the best available 
man. The Appointments Offices are 
linked by teleprinter, so you get the 
pick of all their regional registers. 
And they've already done the pre- 
liminary interviewing and sifting 
before they suggest.a few candidates, 
ail * probables.” I'd recommend any 


Ask your usual cigar merchant for 
VALENTA (not just ‘ Jamaican’) and 
you will be sure of getting the foremost 
imported cigar of today. In three popular 4 
sizes — illustration shows Dousita, actual 

size. Box of 25: 

NEFINA 75/-, DOUSITA 83/5, CORONA 97/9 
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The NEorosT Franking Machine disposes 
of all recriminations about that odd two- 
pence for which the post book cannot 
For, in addition to franking 

all 
Jetters and printing on them any 
desired advertising slogan, it 
faithfully records every item of 
expenditure thus involved. 


proved me wrong...” 


over 50,000 responsible posts. ‘ 
14 Appointments Offices cover the Nation’s potential executive manpower 
Teawed by the Ministry of Labour and National Service, Appointments Dept., 1-6 Tavistock Sq. Tonton, WO. 


outgoing 


Hike FRANKING MACHINES 


Full particulars from 


RONEO NEOPOST LTD., Victoria House, 
Southampton Row, London, W.C.1. Hol, 4933 


Works : Romford, Essex. 
Branches throughout the country. 





employer wanting a really good matt 
to see what his nearest Appointments 
Oilice can do,” 3 

Hundreds of employers have com 
mended the service of the Regional 
Appointments Offices — to-day'§ 
logical starting-point in the recruit 
ment of high-grade staff, whether the 
need is for men and women already 
experienced and qualified, or for 
younger candidates to train. if 


Your nearest Appointments Office 
“matches men with jobs” in the 
executive, managerial and adminis 
trative field. Any local office of the 
Ministry of Labour will put you 
touch. For highly qualified technical 
and scientific personnel — engineers, 
scientists, architects, etc. — a 
ments are dealt with centrally, 
London, by the specialist staff of the 
Technical and Scientific Registely 
York House, Kingsway, W.C.2. 


Since VE-day, the Appoint 
Department has sucessfully fi 
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- THE BUSINESS WORLD 


Sterling’s Future Role - 


HIS is indeed a year of abandoned targets. On July 15th 
Britain announced its punctual fulfilment, almost to the 
letter, of the onerous convertibility obligations of the Washing- 
ton Loan Agreement and confidently proclaimed that the new 
facilities for turning sterling into dollars would involve no 
undue additional strain upon its shrinking dollar reserves— 
but might, in due course, even help to relieve the pressure. 
Now, only five. weeks later, the new system embodied in a 
complex network of laboriously negotiated international agree- 
ments has been. utterly engulfed in a torrent of overseas 
demands for dollars. 

In a broadcast on Wednesday evening, the Chancellor 
announced that the new facilities for overseas holders of using 
sterling freely for dollar purchases would be “ temporarily 
suspended ” forthwith—except from persons residing in the 
dollar area—the area known technically as the American Account 
countries—and Canada. This departure from an obligation in 
the Loan Agreement by which the United States has always 
set great store, has of course been made in consultation with 
the Washington authorities, whose attitude is said to have been 
one of sympathetic understanding, but it has not resulted from 
any formal negotiation of a waiver of the convertibility provi- 
sions. In form, Mr. Dalton’s letter to the Secretary of the US 
Treasury is a unilateral-notification that the obligation is at 
present insupportable, and Mr Snyder’s reply expresses no 
acceptance of the proposition but simply that the British 
Government’s decision and proposed action have been “ noted.” 
Moreover, the suspension applies not only to what might be 
called the “July .15th” series of agreements with other 
countries—the agteements concluded just before or just after 
the convertibility zero hour determined by the Loan Agreement 
—but extends also to the special arrangements for convertibility 


' negotiated much earlier, such as the Argentine agreement of 


last autumn, 


Blow to British Prestige 

This is undeniably a bitter pill for such countries to swallow, 
though it has a little sugar-coating—of very costly sugar, let 
them observe, in terms of Britain’s dollars. The new restraint 
upon convertibility will not operate for releases already agreed 
from accumulated sterling balances: the only category of ster- 
ling which is affected is that accruing as a result of new current 
transactions. Even more important, on any seber reckoning, 
is the fact that, though dollar convertibility ceases, free and 
multilateral convertibility of sterling remains elsewhere in the 
world, through the sterling area and the now far-flung transfer- 
able accounts area, with convertibility by administrative arrange- 
ment in many other countries. But, despite these important 
easements, and despite the evidently compelling circumstances 
which explain and justify Britain’s decision, it seems idle to 
hope that this retreat from contractual obligations so soon after 
their assumption will ‘not impair the British Government's 
prestige, and the prestige of sterling, in many quarters abroad. 
If the full circumstances and difficulties could be seen through 
British eyes, if the technical advantages which yet remain for 
foreigners—including, eventually, even some consequential new 
advantages—could at the outset be dispassionately surveyed, the 


response might perhaps be the most favourable, ‘But on Mr 
Dalton’s own admission, the result will inevitably be a disturb- 
ance of trade over wide areas and, for some countries, there will 
be real embarrassment. At this stage, even the short-term 
repercussions cannot be fully foreseen, if only because much will 
depend upon the attitude of foreigners at the very outset, before 
they have had time to ponder the wider and secondary effects 
in this world of dollar famine. Britain will be fortunate if the 
initial response does not embrace resentment and even anger, 
emotions which are all too likely to be excited by an assumption 
that the British Government is itself largely to blame for the 
sorry mess in which it finds itself. 


“July 15°’ Miscalculations 


Yet, in truth, of the many retreats from planned objectives 
which the Government has had to make, this is the case in which 
it is the least blameworthy. This particular -objéctive—to 
restore convertibility unilaterally by July 15th last—was not a 
chosen objective nor was it a party objective. It was an 
inescapable part of the price fora loan which most people were 
agreed Britain had to have, a price which Britain honestly tried 
to pay, but which was so high that it was all too likely to break 
the bank. It would certainly have done so within a very few 
days had Britain decided that even in the present extremity it 
had to stand by the letter of the bond. During the month of 
July, the sand in the dollar hour-glass was running out at the 
frightening rate of $174 million per day. - In the seven working 
days before the new decision was taken the daily loss’ was at 
just twice that rate—$176 million was lost in the five days to 
August 15th and $66 million in the first two days of this week. 


- At such a rate, the US dollar credit would have run out early 


next month. Would the situation have been differerit had 
Government domestic policy followed a different course in these 
past twelve months or so—if party legislation had ‘been soft- 
pedalled, if planning had been more efficient, if budgetary policy 
had been more realistic, if there had been no extravagant cheap 
money drive? Obviously, the answer is, yes, But, given the 
weight of the external pressures and the growing shortage of 
dollars throughout the world, the life of the dollar credits would 
not have been substantially longer, great though the eventual 
benefits of such statesmanship would have been. 

If ‘the Government is culpable on this particular. issue, it is 


“not primarily for the deficiencies of its domestic policy but for 


its utter failure to foresee what the consequences of the last 
steps in convertibility would be. . Its lack of foresight was by 
no means confined to the events of the past fortnight. The 
crisis debate early this month, and the hastily-improvised pro- 
gramme which the Government then presented (in language 
which often contradicted that of only a month before) resulted 
almost entirely from its shock at the size of the dollar drain in 
July. Yet its own figures of the special payments known to be 
falling due in that: month explain the whole of the increase. 
And if the $150 million which it had wanted to draw in June 
had in fact been’then drawn and paid away, the June drain 
would have surpassed that of July. - 

Mr Dalton, looking ever for a scape-goat, actually lays part of 
the blame on the press for the fact that the dollar drain from early 
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August was so much greater than the Government expected in 
mid-July. Certainly it is true that the acceleration reflected lack 
of confidence among overseas holders of sterling, but this was the 
obvious reaction to the patent inadequacy of Government policy 
in face of a critical situation the approach of which it had for so 
long ignored. Moreover, if the financial press had been aware 
that, despite the many new agreements, large blocks of sterling 
were so free to move into dollars as they have since shown 
themselves to be, it would never have endorsed the confidence 
about July 15th which the Government exuded at the time and 
supported by rational arguments which the press disseminated 
in all sincerity. Only the expert negotiators of the many agree- 
ments and those in touch with the overseas authorities could 
gauge the latitude which they afforded, the danger of losses from 
the area with which no formal plans had been made, and the 
extent to which some parties might not play the game. Obviously, 
the Government could not have been surprised by the strain 
imposed by the funds agreed for immediate release, for the 
Treasury excels at simple arithmetic. This being so, it is 
surely obvious that much of the pressure must have arisen from 
action outside the spirit of the agreements. In most cases, the 
sterling was to be “convertible” when required for current 
payments elsewhere. That it was suddenly withdrawn in large 
blocks as soon as the opportunity arose is surely proof that this 
vital condition has by no means been generally observed by the 
overseas authorities which British officials had deemed suffi- 
ciently competent and trustworthy to work the new system. If 
these risks were present, it is the business of officials to foresee 
them, instead of covering them in a smokescreen of wishful 
thinking. Foreigners will blame the Government for sus- 
pending convertibility; many misunderstandings seem inevitable; 
and much damage will be done which may take years to repair. 
But in these circumstances, the real blame upon the Government 
is not for suspending convertibility but for restoring it. Can it 
really be said that this retreat from many recently negotiated 
agreements with countries covering almost the whole commercial 
world does less damage to British prestige and trade than would 
have been done if the Government had told the Americans a 
few months or even weeks ago what it had to tell them this week? 
Is one default, upon an obligation which even the most sanguine 
could not honestly be sure was supportable, but the impractica- 
bility of which had not been tested in practice, more damaging 
than a whole string of defaults which had to be risked to provide 
such a test? , 
Effects on Britain’s Imports 


What of the consequences? Because Britain has had to act 
in contravention of the Washington » without the 
prior consultation provided for in Section 8 (ii) (b), it was 
necessary to inform the US Government that no further draw- 
ings on the loan beyond those already notified would be made 
except by agreement after such consultation. Allowing for 
drawings already notified but not yet made, the immobile por- 
tion of the credit is expected to be about {100 million. Unless 
and until this amount again becomes available, or other dollar aid 


is forthcoming, Britain will have to dip into its ultimate reserves" 


of gold, totalling some {£600 million, plus the unexpended por- 
tions of the final dollar drafts. The funds in the till, however, 
will no longer be drained for the purpose of meeting, as Mr 
Dalton put it, other peoples’ burdens. They will be used only 
for Britain’s own needs and those of others for whom Britain 
acts specifically as banker—the countries of the sterling area, 
most of which can be relied upon to exercise an appropriate 
measure of restraint in their demands. Apart from the moral 
obligation upon them to join with Britain in the belt tightening 
process, the technical position of these countries will not be 
directly affected—so long as the central reserve of cash lasts. It 
is not very likely, therefore, that Britain’s ability to secure sup- 
plies from such‘ countries will be suddenly and significantly 
impaired. 
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With certain other countries, however, the trading r 
ships are fundamentally changed. The increasing 
which Mr Dalton foresees in_supplies from overseas are 
inevitable. Given the immediate immobilisation ‘of 
one-seventh of the exchange reserves which r 
Britain in any case will have no choice but to cut down 
even more drastically than was contemplated a fortnight ago 
the purchases from the dollar area and Canada which must 
still be paid for in dollars. But this is far from being the whole 
story. In principle, other countries which are desperately short 
of dollars will not readily sell to Britain now that they can no 
longer get dollars (or convertible sterling) in exchange, and 
flow to Britain of many vital supplies may therefore be arbj- 
trarily interrupted. Yet the extent of the additional shortages, 
will turn very largely upon whether the countries 
now act rationally and dispassionately or partly out of resent. 
ment, misunderstanding or distrust, Britain’s suppliers cannot 
in fact gain anything from cutting down their shipments if they 
are already receiving full payment for them in exports from 
Britain of the goods and services they most need—in other 
words, if their accounts with Britain (indeed, with the sterling 
area and even, perhaps, with the whole wide area within which . 
sterling remains convertible) are in equilibrium or in deficit, 
they can benefit from cutting down their sales only if the sup- 
plies they are getting from Britain are less imperative for them 
than those they can get in the dollar area. 


Argentina—and the Meat Ration 


Fortunately, an important proportion of Britain’s supplies 
from beyond the dollar and sterling areas come‘from countries 
whose accounts with Britain (or in some instance with the ster- 
ling area) are already in deficit. If the reactions now could be 
strictly sober and rational, the real immediate danger would 
therefore come only from those other countries which already 
have surpluses on their sterling trading—surpluses which are 
now virtually frozen, unless and until sterling countries, and 
especially Britain, can provide the particular goods which the 
accumulators of balances need. In recent months many 
countries—including some which have been “ hard” currency 
countries from Britain’s point of view—have been adopting 
drastic import restrictions in order to save dollars. Against 
this background, it would be unrealistic to suppose that nonm- 
sterling countries will not take prompt steps, by cutting down - 
their exports to Britain, to avoid fresh accumulations of 
sterling. 

The principal suppliers outside the sterling and dollar areas 
which are in-this position are Argentina, Switzerland, Spain and 
Uruguay. With Switzerland and Spain, Britain already has 
monetary agreements which provide for the sterling financing 
of Britain’s current deficit, and there is reason to hope 
that, despite the altered circumstances, these facilities will be 
continued, at least by Spain. It is with Argentina and Uruguay 
that the really critical problem inevitably arises, for neithet 
country is likely to feel able to afford to accumulate sterling, 
and both are important suppliers of essential foods. Argentina 
had a favourable balance with Britain of £46 million in 1946 
and one of £22 million in the first quarter of this year, primarily 
on account of sales of meat, but also from oilseeds, hides and 
skins. This situation is » Moreover, by . 
the fact that New Zealand, the other primary source of m 
supply, has a very large surplus in trading with Britain ' 
despite its proven readiness to do everything in “its power 1 
assist, will be severely embarrassed by Britain’s dollar extremity. — 
Plainly, it is from this particular problem that the 


fringement ofthe vital convert cause in lst year’s gfe 


ment, will yet abide by the 
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agreement—in which case it will still ‘need’ forsome time to’ 
secure surpluses from curtent trading in order ‘to provide suffi- 
cient sterling to complete the purchase. 


A ** Temporary ”’ Suspension ? 

On the somewhat longer view, the prospect may be less 
bleak. Mr Dalton’s claim that the Government has acted in 
order “to keep sterling a strong currency” is not simply 
window-dressing. When people abroad recover from the first 
shock, they may realise the significance of the maintenance both 
of the sterling-dollar rate and of the whole system of transferable 
accounts, except for the withdrawal of transferability to the dollar 
area, It may gradually be realised, too, that the more intractable 
the world dollar problem becomes, the more clearly does this 
wide availability of sterling for international payments provide 
the only hope, at least for some time to come, of flexible trading 
relationships and exchange stability over a wide area. When the 
panic pressures and seepages are over, it will be true, too, that 
the technical position of sterling will be much stronger than it 
was a few months ago; the recent agreements, though their 
dollar convertibility provisions are abrogated, yet ensure the 
immobilisation of vast accumulated balances the free availability 
of which has in the past involved much wasteful use of Britain’s 
export potential. And, in the wider field of commercial policy, 
Britain will have restored to her the bargaining weapon with 
which she was deprived in 1945—the right to withhold or grant, 
at her own discretion and in her own time, convertibility facili- 
ties. Finally, to mention one other of many. possible. reper- 
cussions, it is conceivable that this acceleration of world dollar 
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pressure will, by intensifying dollar economies everywhere, 
shortly have important repercussions upon American prices, 
thus tending to reverse at last the adverse movement of the 
terms of trade. | . 

Even in this preliminary survey one further point needs to be 
made. The Government has described this step as a temporary 
suspension and an emergency measure. It reaffirms its faith in 
multilateral convertibility and its intention to strive towards it. 
Is it too cynical to recall that the gold standard was “ suspended ” 
and not “ abandoned ” in 1931? The Government may sincerely 
believe in the eventual desirability of a system of multilateral 
convertibility and in the principle of non-discrimination .as long- 
term objectives. Indeed it would be an act of despair if they 
thought otherwise. Yet it would be the height of folly to attempt 
to reverse this week’s decision unless and until the whole funda- 
mental problem of disequilibrium between the Eastern and 
Western Hemispheres has been solved. And that means finding 
a solution to the problem of financing or extinguishing America’s 
colossal export surplus, There is no reason for thinking that 
any permanent solution will be quickly found. 

Meanwhile, this exchange crisis—which in truth is only the 
most spectacular, not the most significant, facet of Britain’s 
problem—will be turned to good account if it drives home one 
other parallel with 193:. Then a policy of vigorous budgetary 
retrenchment was conjured up to save sterling—a fallacious 
prescription in the then conditions of large-scale unemployment. 
Now, in conditions of full employment, that same prescription is 
valid and indispensable. It is, moreover,’ virtually the only 
means left of bringing the realities home to the British public. 


Business. Notes 


No Worse News ? 


Thursday’s reaction on the Stock Exchange to the withdrawal 
of convertibility must have produced a minor echo of the song 
in the Chancellor’s heart. The market opened lower ; then the 
bears, calculating that there was no worse news: to come, at 
least for the time being, promptly covered their positions. And 
by the end of the afternoon Old Consols and Treasury 24’s had 
recovered 1} points to 85 and 85} respectively. It is, emphatically, 
é technical recovery, somewhat sharp in its contrast with the 
vervous drift of the previous days this week, but symptomatic 
of the need for bears to withdraw from the market and not of 
the willingness of the bulls to return. Indeed, to have produced 
such a comparatively small recovery in the present “ one-way 
market” conditions is not a very auspicious performance. What- 
ever the professionals may have felt it discreet to do, the public 
did not follow théir lead. 

For most of this week the industrial market has been in poor 
fettle. On Wednesday the Financial Times industrial ordinary 
share index was no better than 114.3—a new “low” for the year— 
and it became impossible to sell even moderate lines of the best 
equities except at the cost of a disproportionate fall in prices, 
Perhaps there was a hint of selective recovery during the course 
of Thursday—a little interest in textile shares, for example—but 
the general conviction that share prices as a whole have not seen 
the end of their fall remains unshaken, The sheer prudence of 
this view shows a degree of realism which has not always been 
evident on the Stock Exchange. 

Realism, however, has never been characteristic of all sections 
of the gold share market. The end of convertibility has pricked 
the boom in Kaffirs which had been proceeding merrily for 2 fort- 
night past, and was fed by every of rumour about rising gold 
Prices, sterling devaluation, falling costs and the like. The end 

casy profits in gilt-edged and equity, shares attracted a great 
speculative following to gold share. market as soon as prices 
began to move upwards. The tors—or at any rate some 


specula 
of the slower ones—will be hard put to explain why gold shares 
ld go up now. For whatever might have been said about the 
Possibility of sterling devaluation a week ago (and obviously even 
the arguments were against any such policy) it is now ruled 


out at least. for a considerable 


Coal Stocking for the Winter 


Coal production is now feeling the full effects of the summer 
holidays. But weekly figures so far available for July and August 
show a rather erratic trend and it is 100 soon to hazard a guess 
as to. how much coal will go unmined this summer owing to 
miners’ holidays. It is noteworthy, however, that weekly average 
production in July at 3,332,000 tons was actually below the weekly 
average of 3,492,000 tons for July, 1946. Output for. the-first two 
weeks in August was 2,307,000 tons and 3,668,000 tons respectively. 
From these figures it might be inferred that regular holidays for 
the miners had concentrated the fall.in production on July and 
early August instead of prolonging it throughout the second 
month. There would be more confidence for such a view if the 
voluntary absenteeism. figures for July at 5.44 per cent were lower 
and not higher than the June figure of 4.60 per cent. Meanwhile, 
the deadlock between the Coal Board and the miners’ representa- 
tives on the relative merits of an extra half-hour a day and an 
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Public Coke Industrial House Z 
Total Utilities Ovens team | Hees | eh Coalt ; |. Miscell. 
1946 :-— 
july keel 9,438 *3,822 §51 2,885 1,260 $20 
tober .. 10,878 4,543 455 2,986 2,040 854 
1947 :-— 
April..... 6,017 3,524 %1 1,582 246 304 
May. ..+«s 7,958 4,539 391 2,239 451 338 
UNE .. 6.6 10,544 5,869 482 2,992 847 354 
iy ok 11,985 6,534 450 3,465 1,178 358 
August*... 11,858 7 ee a wi 


+ Merchants’ stocks. 


extra shift on alternative Saturdays is unresolved after another 
day’s discussion on Wednesday and also after reference of 
the question to the Governmeat on Thursday... This. is only 
one case of an apparent lack of. a sense of urgency. Reluctance 
to admit Polish recruits into the mines is another, net 
recruitment for the mines on which so much depends, slumped 
from 2,400 in June to 800 in July, These recruitment. figures 
should be compared with the loss this week of 100 trained miners 


* As at August 9th. 
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at Whitehaven in the Cumberland coalfield—one of the least 
efficient coalfields. with a bad accident record. 

Much has been made recently by official spokesmen on the pro- 
gress achieved in stock-building for the winter. It is true that 
considerable progress has been made towards the target of 15 
million tons by the end of October, which may be compared with 
stocks of 10,9 million tons in October, 1945. Starting with only 
6 million tons in April this year (the end of the winter period), 
stocks had reached 11.86 million tons by August 9th. Comparing 
the number of winter weeks’ supply held in stock at the end of 
July with July and October, 1946, the picture is as follows : — 


End End End 
July, 1946 Oct. 1946 July, 1947 

Gass. mechan 0s iY 2: 3:2 4-3 
Blectrititv sé: < boc ecehnecenpe 2: 3°7 2°0 
UN on ak an aan ce 2-0 1-5 1:9 
Iron and steel. .....i.0... 2-4 2-1 2-2 
Engineering <2. 6) 2.. 946. os 3-7 3°8 5-0 
Other industries .......4-. 2-8 3:0 3:3 


Viewed in this way there is clearly room for improvement in 
the stock position of key industries, even if the total is speeding 
towards ats target—and there are wide discrepancies between 
the stock position of industries as a whole and the stocks of 
their constituent firms. But a glance at the accompanying table 
will show that part of industry’s gain is reflected in the fall of 
merchants’ stocks for domestic consumers. Mr Shinwell will have 
difficulty in delivering his target figure of 16 million tons to 
domestic consumers this winter unless stocks rapidly improve. 
But they rank, quite rightly, for the lowest priority. 


x * * 


The Course of Production 


The six wéeks period of special effort for which Mr Morrison 
asked at the end of June to lift industrial production clear of the 
immediate effects of the fuel crisis and to produce a spurt in out- 
put before the holidays began, has now passed. On Wednesday, 
the Lord President was able to give a provisional report on the 
effects of his appeal. 

The report was good—in parts. Brick’ production in July at 
407 million was running at the highest rate since the war. ment 
output at 787,000 tons was above the monthly average for 1938. 
The unemployment rate, at 1} per cent, was the lowest ever 
achieved in peacetime since unofficial records began in 1894. 
But there were also debit items. By the end of Jul holidays had 
already begun to take their toll on production of the two key 
industries—coal .and steel. And while unemployment was low, its 
distribution was still far from satisfactory. The textile industries 
which are now cast for an increasingly important role in the ex- 
port drive, were still severely undermanned. 

Public attention, however, is now riveted on the external trade 
figures, and those for July this year have particular significance. 
This is not only because the publication of the provisional trade 
figures for July have coincided with the decision to suspend dollar 
convertibility, but also because July’s figures should show the 
acceleration in this year’s export drive begun in June as the fuel 
crisis was left behind and the beginning of the seasonal expansion 
of imports as grain and commodities move into this country. 

The July figures do show the anticipated expansion. Exports 
by value were {110.3 million, an increase of 18 per cent above 
the £93.1 million recorded in June and the highest since 
November, 1920. The volume index is put, provisionally, about 
120, taking 1938 as 100. There were, however, 27 working days 
in July and the increase in value over June on a daily basis was 
only § per cent. Imports in July were valued at £179.2 million 
compared with £153.8 million in June—an increase of 16 per cent. 
So the gap between imports and exports has been held—but only 
just. 

One of the most welcome features of the Lord President’s re- 
marks on Wednesday was his emphasis on the priority for export 
targets. There was a stern, if belated, note of austerity in his 
-hint that private car production might have to give way to com- 
mercial vehicles and tractors, and that textile export targets would 
have to be met irrespective of the requirements of the home 
market. But the sting was in the tail of his remarks on exports. 
“Tt would be a mistake to assume,” he said, “that we will be 
unable to resume export of coal to Europe as early as next year.” 
This was much further than Mr Shinwell was prepared to go 
in the coal debate a few weeks ago. Was this eleventh hour 
optimism on the trend of coal production or a hint that Europe’s 
need for coal and Britain’s need for exports might take priority 
over some classes of coal consumers in this country? 
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Check to Steel Production | “<i 


A seasonal decline in piy-iron and stecl output is customary 
during July. But this year, the fall has been particularly severe 
owing to the concentration of holidays in July and the introduc. 
tion of the new scheme for six days’ additional holiday with pay, 
The situation has been aggravated by a continued shortage of coal 
supplies in some areas. hs 

Figures computed by thé British Tron and Steel Federation fog. 
July, as set out in the accompanying table, show that ingots ang 
castings production amounted to 211,700 tons per week cor 
with 254,000 tons a week in June and 226,000 tons a weel 
July last year. Thus the annual rate of output last month was 
no more than 11 million tons compared:with 13.2 million ‘tons 
in June. If the target of 12} million tons for 1947, set in the 
Economic Survey (and also the target of 14 million tons for 1948, 
set by the Prime Minister) is to be achieved, production wilh have 
to be stepped up to an annual rate of 134 million tons during the 
rest of this year. = 


Pig IRON AND STEEL PRODUCTION — 

















(‘000 Tons) 
gate at : b> es 
Weekly Annual Weekly Annual 
Average | Rate Average Rite. 
t i 

email secant leet sieticnieasaieiie pbccmepubal. 

WY, ROVG Fos de ncaes spin depmens ; 147-0 7,645 226-0 | Ibi 
we SES er cs eres 144-3 7501 254-0 | 13206 
Joule, ROOF. 5 sare diswss Senn’ 143°5 7,460 2-7 | Aker 
ee a a tee Senay 


There would be greater hope for. anticipating a recovery t 
such a level of output if there were signs of improvement in pig- 
iron production. Output in July, however, averaged only 143,500 
tons a week compared with 144,300 tons in June and 147,000 tons 
a year ago. Relief from the pig iron shortage is on the way, 
but it is an open question whether it will arrive in time to 
assist the expansion of autumn steel production. Two additional 
blast furnaces came into operation early this month and six more 
are due to be blown in, before the end of September. Two of these, 
one at- Consett. and one at Colvilles, are new furnaces installed 
under the modernisation programme. But before advantage can 
be taken of increased pig-iron capacity, an improvement in coke 
supplies will be needed. And beyond the autumn there, joomy 
the uncertainty of the winter coal allocations, 


* * & 


Argentine Rails Now ; 


As this week’s edition of The Economist goes to press the 
legal fate of the Argentine Rail Purchase Scheme is being decided. 
in the Vacation Court. Now that Mr Kavanah has withdrawn 
his objection, the approval of the court will probably not be long 
delayed, and after the stipulated thirty days have elapsed, £ 
purchase money is due to be made available for distribution. But, 
on Wednesday, disquieting rumours of the possibility of a revision 
of the agreement upset the market, and by the same night it 
was Clear that, on certain assumptions, the withdrawal of con- 
vertibility of sterling might change the situation considerably. 
One of the unexpected features of the dollar shortage is the rate 
at which Argentina’s dollar supply has fallen during the last twelve, 
months. Undoubtedly, the arrangement by which Argentina 
could, until Wednesday, convert sterling arising from current 
transactions into dollars was a timely alleviation of her dollar 
troubles. Now, failing this facility, if Argentina continues to &- 
port goods to this country and if Britain cannot supply goods 
which Argentina has ‘hitherto been able to buy in the United 
States, Argentina will accumulate further sterling mi 
This situation may be regarded from several viewpoints. Argen- 
tina may reduce exports to Britain at a time when this tr 
has great need of meat and produce; or accumulated sterl 
might be used for such purposes as meeting the consideration | 
the rail purchase ; or the sterling balance might be left to increase 
in the hope of later conversion of financing the purchase of the 
goods she wants in this country when they become available. 
There is nothing in this line of reasoning to s that Argent 
will fail to ratify the scheme except the origin: fact that the pay- 
ment will involve the payment from current sterling balances of 
souie £30-£35 million to make up the full purchase price of £150 


But it might be argued by Argentina that it would now be 
expedient to scale down the purchase price to a figure nearer 
£115 million of blocked sterling which remains on 













account, and it is on these fears that weakness persisted in Argel 
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The florin, though Italian in 
origin and deriving its name 
rom the smali flower or 
‘fiorino’ in Italian, whose 
image it bore, bas been the 
meee} unit of Holland since 
1798. 
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For many years Barclays Bank have fostered the growth of 
Anglo-Dutch trade by providing a comprehensive foreign 
banking service, strengthened by close links with the prin- 
i cipal banks of the Netherlands. Today, when our export 
'| trade is vitally important, Barclays Bank offer a complete 
foreign service, together with such other banking facilities 

as customers may require. 


BARCLAYS BANK 


LIMITED 
54, LOMBARD STREET, LONDON, E.C.3. 
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THE 


STANDARD BANK 
of SOUTH AFRICA -timitep 


Bankers tc the imperia! Government in South Airica and to the Governments 
ot Southern Rhodesia) Northern Rhodesia. Nyasaland and Tanganyika 


Capital Authorised and Subscribed - - £10,000,000 


Capital Paid-up -  * = «+> €2,500,000 
Reserve Fund - - - - - - £4,000,00) 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, €E.C.4 


LONDON WALL Branch—63 London Wall, €.C.3 
WEST END Branch—9 Northumberland Avenue, W.C.2 
NEW YORK Agency—6? Wal! Street 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN RHO- 

DESIA, NYASALAND, KENYA, UGANDA, TANGANYIKA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA 


Banking...Business of every description transacted 
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TRADE WIth 
THE BAST 


THE CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA provides @ complete banking service, 
backed by nearly a céntury’s first-hand experience 
of Asiatic economic conditions, for every financial 
operation connected with TRADE, INVESTMENT AND 
TRAVEL IN THE EAST. The Bank's branch system, 
under British management directed from London, serves 


INDIA * CEYLON * BURMA - SINGAPORE 
MALAYAN UNION - BRITISH NORTH BORNEO 
SARAWAK - CHINA * HONG KONG 
THE PHILIPPINE REPUBLIC 
PRENCH INDO-CHINA - SIAM - INDONESIA 














Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 
are invited to consult the Managers in London 


or Manchester. 
Head Office : 38, BISHOPSGATE, LONDON. E.C.2 
Manchester Branch - - 682, Mosiéy Street, Manchester, 2 
West End (London) Branch- 28, Charles 1 Street, LONDON, S.W.1 
New York Agency - 














65, Broadway, New York 
Associated Banking Institution in India-The Allahabad Bank Ltd. 





THE CHARTERED BANK OF 
INDIA, AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 
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‘But We’re not a 
Million Pound Company’ 


It is true that Glyn, Mills & 
Co. act as bankers and finan- 
cial advisers to some very 
large organisations. But their 
experience is also at the service of 
companies of more modest dimensions. 
During the 19th century Glyn, Mills 
& Co. were closely associated with 
many concerns which have grown to 
great enterprises. And today, with 
a new economic era opening, their 
resources and knowledge of world 
markets are available to firms seeking 
new opportunities for development. 


GLYN, MILLS & CO. 


HEAD OFFICE: 67 LOMBARD STREET + LONDON + E.C.3 





Associated Banks: Royal Bank of Scotland ‘ Williams Deacon's Bank Lid. 
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TANDEMS FOR TIENTSIN 


British goods ave ‘in the window’ when British films 
are shown to the world. That’s how Mr. Chang of China 
comes to want his British bicycle. A demand is created, 
and trade is born. 

This is what happens when producers and manufac- 
turers-grasp the importance of this indirect form of sales- 
manship. For films cannot help showing your goods. 
Every time a film star changes her costume she models 
British fashions. The arc lights play on the love scene 
and with equal clarity on the furnishings. How vital 
it is that the best of Britain should go on the screen ! Other 
countries have been very alive to the sales appeal of this 
most ‘visible’ export, and we in Britain are now equally 
aware of it. When important films go into production 
nowadays, manufacturers and the Board of Trade and the 
Council of Industrial Design all co-operate. In this way 
(with no loss at all in entertainment value) films are at the 


same time groomed as travelling salesmen for many 
_ British industries, 





J. ARTHUR RANK ORGANISATION LIMITED 





THE ECONOMIST, August 23, 1997 


Treasure Trove 


Hidden amid a mass of cther matter may be a 
substance that the chemist particularly desires. 
In bygone days such a product was usually called 
a “ quintessence ”, and the problem of extracting 
it is as old as chemistry itself.. Modern equivalents 


of the quintessence are such things as perfumes of 


flowers, drugs in seeds and resins, vitamins, and 
hormones. Their isolation is a difficult problem. 


One way is to find a liquid which will dissolve | 
the required substance, but not those which — 
accompany it. A solution is thus obtained, run | 
off and boiled away, the residue being the sub- — 
stance desired. All sorts of liquids are used | 
for ‘ extraction’ — water, alcohol, ether, acetone — 
chloroform, benzene, and scores of others. Some- | 


times the substance will dissolve at ordinary 
temperatures, but heat is usually needed. Very 
often the best available solvent will only act slowly 
and with difficulty. When this happens, the 
chemist uses an extraction apparatus such as is 
shown above. The raw material is placed in a 
thimble of porous paper suspended in a_ tube 
above a flask containing the solvent. The solvent 
is boiled and its vapour passes into the condenser 
at the top. Here it is reconverted into liquid, drips 
into the thimble, and seeps through, carrying 
some of the substance to be extracted down into 
the flask. This cycle is allowed 
to continue until extraction is 
complete, and another quint- 
essence has been extracted by the 
British chemist for the well-being 
of the nation. 
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tine Rail issues on Thursday. Both Senor Miranda and Sir 
Montague Eddy must be considerably exercised by the new 
situation. * * 4 *- | : 


Iraq’s Sterling 


Details of the financial agreement reached with Iraq last 
week, but released for publication only on the morrow of the 
Chancellor’s announcément of suspension of sterling convertibility 
into dollars, look somewhat incongruous in the light of that 
decision. The terms conceded to Itaq are certainly favourable 
by comparison with those afforded by some of the other sterling 
agreements. It needs to be remembered that this arrangement 
—unlike, for example, those recently concluded with India and 
Egypt—is not merely an interim plan but opezates over a five- 
year period ; and Iraq, unlike Egypt, remains a member of the 
sterling area. A firm and amicable arrangement with Iraq is 
perhaps particularly welcome, the more so by reason of its 
position in a strategically vital region. 

The mechanism of the agreement takes the familiar form of 
No. 1 and No. 2 Accounts, the first of which is made the repository 
of freely available convertible sterling (but now no longer auto- 
matically available for payments to the dollar area or Canada), 
and the second of which carries the portions which are blocked, 
Private balances are not affected, so that the sterling assets in- 
volved—including those of the Iraq Government, the Iraq Cur- 
rency Board and banks in Izaq. They total some £60 million, 
the whole of which is in the first instance transferred to No. 2 
Accounts. Releases are then provided for to the “free” sterling 
category on No, 1 Accounts. The sum of £5,000,000 is released 
forthwith as a “special provision” to facilitate for the Iraq 
Government the transition to the new exchange regime—this, 
it should be noted, is a “once for all” payment—and a further 
£2,000,000 is provided as a working balance which may be 
drawn upon from time to time to meet any temporary exchange 
shortage. Apart from these special arrangements, the main releases 
will be £15 million over the §-year period, provided that not more 
than £4,000,000 is withdrawn in each of the first two years, the 
balance being released in equal annual instalments during the 
remaining life of the agreement. There will also be releases 
equivalent to the £4.000,000 to £5,000,000 to be provided by 
Iraq to meet outstanding confirmed credtis opened by UK banks 
and a sum of up to £4,240,000 to cover repayments, as and when 
they are made, of advances made to the Iraq Government by 
the Iraq Petroleum Company and other oil companies. 

Obviously, some of these releases, and certain other less impor- 
tant ones for which provision is made, will necessarily be purely 
sterling transactions, but the others will be in the form of fully 
convertible sterling. As sterling accruing from current trade will 
not, despite the agreement, be convertible into dollars, presumably 
some new mechanism will need to be devised—for this and all 
other similar agreements—to distinguish the two varieties of 
sterling which will be merged in No. r Accounts. 


* * * 


Unilever and World Trade— 


To do full justice to the report of Lever Brothers and Unilever 
would require many pages of The Economist. A company note 
in this week’s issue of the Records and Statistics Supplement gives 
some of the salient figures from the profit and loss account and 
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balance sheet of the Unilever group, though it perforce excludes 
much interesting information which is presented in the report, 
and conveys a quite inadequate impression of its accounting 
elegance. It has been said that an investor should not buy 
Unilever shares if he wishes to have a holding simple to under- 
stand ; and these accounts are, for all their detail and immense 
range, hardly child’s play. Yet there is nothing in the report which 
is excessive to a full and adequate understanding of this immense 
business. Any stockholder who may complain that he is given too 
much is criticising, not Unilever, but defects in his own intellectual 
apparatus for wise and prudent investment. ; 

In this wealth of riches, a few points only can be spotlighted. 
One of the features is the rapid recovery in the profits of NV 
(the Dutch limb) which the report attributes in great measure to 
the business in the United States. It would seem that NV began 
to prosper on the grand scale with the elimination of price control 
in the United States during the last months of 1946 ; prices have 
since fallen in what the directors describe as a “ healthy” fashion 
to more normal levels, but the expanding volume of American 
business this year is taxing the group’s manufacturing capacity. 
American experience, however, is in distinct contrast to that in 


‘TURNOVER OF PRINCIPAL COMMODITIES OF LIMITED AND NY Grovurs 





1945 1946 


Metric Tons £ Metric Tons £ 










Margarine, edible oils and fats... 594,000 560,000 53,752,000 
Other foods for human consump- 

COS i hoe EA ed a ead 29,237,000 
Other vegetable and animal oils 

ONG. TAB. See ve cbc eae 1,511,000 1,479,000 94,854,000 
Animal feeding stuffs............ 1,187,000 256,000 845,000 
Soap and other detergents ....... 864,000 750,000 57,396,000 
Toilet preparations, including per- 

ON io ok 5 BSG nd wns on 8,601,009 
Miscellaneous manufactures, in- 

cluding glycerine. ............ 9,725,000 
Produce (mainly tropical produce 

handled by. the United Africa 

GUO oi oe Spor cep Duevcaset 855,000 891,000 28,356,000 
Merchandise (mainly handled by 

the United Africa Group) ..... 35,695,000 
Services (including ocean, river and 

road transport) ......ese0se0. 4,037,000 


TOTAL VALU. i keke vnes 338,498,000 

Represented by :— 

a) Sales to third parties....... 

b) Value of production for the 
Ministry of Food and pro- 
duce purchased for the 
West African Produce Con- 
trol Board* 







65,773,000 





65,895,000 
(c) Supplies of marketable pro- 
ducts and services. within 
the organisation. ........ 59,306,000 


307,348,000 


67,950,000 
338,498,000 
* Based on Government control price. 





most of the group’s other markets, where recovery has beea im- 
peded by the familiar tale of shortages, controls, and reconstruc- 
tion. Yet even here, the story is by no means uniform. In Britain, 
supplies of oil seeds were lower last year, but in several European 
countries they improved. The expansion of the group’s basic 
products like soap and edible fats is hampered by the world short- 
age of oil seeds and nuts, and even though several of the European 
countries in which Unilever is interested have managed to restore 
the pre-war volume of output—Belgium and Norway are two 
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notable examples—there has been little or no margin for export. 
The table on page 337 reproduces the summary of turnover 
of principal commodities of the Limited and NV groups. 


* a * 


The Dividend Prospect 


The recent doubling of the dividends of the two groups gave 
effect to the principle stated last year that expanding profits of 
NV would be used for increasing the dividend rather than for 
adding materially to reserves. But since NV earned 13.9 per cent 
gross, and Limited over 71 per cent last year on their respective 
equity capitals, the possibility of further increases in payments 
would appear to be reasonable. To this, however, there is at 
present one snag. The Dutch Government introduced a “ super 
dividend ” limitation as part of the currency purge—originally of 
6 per cent which has been extended since to 9 per cent. 
could pay more than 9 per cent only by paying, under present law, 
three times the amount of the excess dividend to the Dutch 
Government. 

Under the 1937 dividend equalisation agreement, which was 
reaffirmed last year, and has always been regarded as an integral 
feature of the financial structure of the Unilever group as 2 whole, 
it would follow that the Limited dividend must be limited more 
or less to its present rate, since NV has paid 8.9 per cent. An 
increased dividend for Limited would seem to depend on one 
of three factors: willingness on the part of NV to meet the 300 
per cent tax on “excess dividends”; a further raising of the 
datum point, at present 9 per cent, from whicn the excess is 
measured ; or a further depreciation of the pound relatively to 
the florin. This last point is somewhat complicated, but it rests 
on the fact that the dividend agreement lays down a rate of Fl. 12 
to the £; the rate is now Fl. 10.691 to the £, which bears the same 
proportion to Fl. 12 as the NV dividend rate (8.9 per cent) bears 
to the Limited rate (10 per cent). In due course, it should be 
possible to distribute the high earnings of the group more gener- 
ously, particularly to the stockholders of Limited. But the present 
impediments to this course should be duly noted by the latter. 


* * x 


New Control for Building Materials 


The WBA priority scheme for rationing scarce building 
materials has now been simplified and reinforced. Under the 
original scheme, which was voluntary and carried only the force 
of a gentleman’s agreement, building merchants undertook to 
deliver scheduled materials only against a licensed form giving 
types and quantities and endorsed by a local authority. A new 
scheme has now been introduced, from August 7th, by which the 
number of scheduled materials has been reduced from 90 to 23, 
bur deliveries of these will now be subject to a statutory order. 
From September ist it will be an offence to deliver or receive 
scheduled materials except against a priority certificate, 

Bricks, gutters and fittings, pipes and fittings, plasterboard, 
baths, lavatory basins, electrical fittings, sheet glass, lead and 
copper piping and heating and cooking appliances are among the 
items still on the list. Paint and distemper head a long list of 
exemptions which extends to electrical fires and immersion heaters. 
Cement, which was never on the list, is still excluded. 


At first sight it would appear that a blow has been struck at the 
notorious black market in building materials, The scheme has 
been simplified and given some teeth. It is certainly true that 
simplification and statutory powers will help to catch some who 
have profited handsomely in the building materials black market, 
but it would. be premature to expect a marked thinning-of their 
ranks. The new scheme can be read equally as a confession of 
failure and the reduction in the number of materials on the list 
can be interpreted as an admission that their control is impossible. 
And it happens that most of the materials which have now been 
freed are used in decorating work, which has been one of the most 
serious breaches in the whole ‘system of controls in the building 
industry. 

It is, unfortunately, true that for an industry with such a compli- 
cated system of distribution as building, a rationing scheme cannot 
be made completely effective without stacks of permits and armies 
of inspectors. ‘There is no solution to the problem except 
increased production and a reduction of demand—which would 
‘be one of the first consequences of an effective policy of dis- 
peflaton.. The mort thas vatutnry seheme. of shis sort.cag. doi 
to pay lip-service to the principle of efficient distribution and to 

-make an example, of the few culprits who are caught in the hoj 
‘that it may deter others who would try to escape through the net. 
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Cotton Export Queries co 
Six months ago the fuel crisis caused a drastic—though 
fortunately only temporary—fall in cotton textile production, Ye 
to-day the shops are still reasonably well supplied with cotton 
goods, and wholesalers’ stocks «re well maintained. Those 
who expected that the February fall in production would fi 
reflection in six to nine months in reduced supplies for the con. 
sumer have yet to discover any tell-tale fall in retail sales, ‘The 
extent to which consumers have, in fact, been cushioned from the 
consequences of the fall in output is clear from the cotton yam 
allocation figures given in the latest statistical supplement the 
Cotton Board trade letter: — gd 
DELIVERIES oF CoTTON YARN as 

(‘000 Tons) ne 


id “< 
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Government departments ....... i ay 
Industrial groups.........«.+es. 25:8 
Essential home services......... eT 
Civilian home trade .........4.. i Ws. ° 
Export trade...3 ..<0>¥essessns wa. 
Total ows. sss linsgenases ; 83-1 











~~ Estimated average quarter. — ae 

The brunt of the lag in yarn production has clearly been borne 
by the allocations to the export trade and not by civilian home . 
production and industrial users. By the second quarter Of this 
year yarn for export manufacture was 5,000 tons lower than if 
the December quarter, but home trade allocations were up nearly 
2,000 tons—and even industrial groups were only 200 tons down. 
These figures are the statistical counterpart to the elimination ef 
cotton export quotas for the first two periods of 1947—a step that 
was taken with remarkable alacrity at the time of the fuel crisig 
The hiatus in export allocations also coincided with an extension 
of the home “ utility” programme and a decision to bring the 
autumn clothing coupon issue forward one month—a- sur 
guarantee that pressute on home supplies of cotton goods will 
soon be unduly increased. ; 

Two weeks ago a new export allocation scheme was introduced 
which promises to'go some way to restore’ the balance between 
home and export markets. But meanwhile nearly six month? 
production has been diverted to the home market ; the British 
consumer who is told to export or die has been lulled into a false 
position of relative wellbeing ; and valuable export markets have 
been starved of British supplies in the very period when the - 
‘sellers’ market was on the wane. In the second half of this year 
exports will receive priority, and unless yarn output cam be 
stepped up, which is problematical without more labour and fuel, 
the domestic consumer will have to accept more limited supplies 
of cotton goods. eM 

Reluctance to force sacrifices on the consumer is not, however, 
limited to cotton textiles. Deliveries of wool yarn to the wool 
textile industry in the first half of this year showed the same 
broad pattern of increased supplies going mainly to the home 
trade. It is becoming increasingly evident that too much reliance 
has been placed on increasing textile exports by raising 
and not enough on more stringent rationing for the home 


* * * 


Australian Banking Nationalisation ? 


~The Australian Government dropped a bembshell into. 

banking world last weekend when the Prime Minister sud 
announced his intention to proceed to full scale nationalisation ¢ 
the banks, This decision, a complete surprise even to inform 
circles in London, came only three days after.a ruling by @ 
Australian High Court which had caused much satisfaction 
Australian t citcles. The far-reaching Banking Act of 194§ 
under which the sweeping wartime powers of the Government 
over the whole banking system were crystallised into 
form, obliged the trading ‘banks to seek the “consent of ¢ 
Federal Treasurer before-opening accounts for public authorit 
Relying upon this power, the Government was evidently secki 
to monopolise such banking business by concentrating it in 
state-owned Commonwealth Bank, to which the Treasurer I 
directed various local authorities forthwith .to transfer 
accounts. It is this action which the High | 











igh Gourt rejected, 
the grounds that the powers conferred were ultra vires the Const 
tution, an swift pens Som the Prime Minister hardly le: 
reason for doub: that Left-Wing members of the. Socialist Fact 
have forced the Government to act out of pam pique. — 
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There is in fact no reasonable justification for. the nationalisa- 
tion plan even on the narrowest political grounds, for the Govern- 
ment had already greater powers over the privately owned bank- 
ing system than exist in any other country, By the system of 
special deposits with the Commonwealth Bank it has, through 
that bank, complete and flexible control over the volame of credit. 
Through that system, too, in combination. with control of inyest- 
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The ment policy, it can, if it wishes, even determine within relatively 
he narrow limits the level of banking profits, Finally, it has specific 
: yan power to dictate the directions in which bank credit shall be em- 
>: ployed—a power which stops short only at the point at which a 


& 


bank could be directed to lend, or not to lend, to an individual 
customer. There could hardly be a tighter stranglehold and, if 
the Government’s objects are those usually associated with Socialist 
theory in.this sphere, it might well be argued that it already has 
the best of both worlds, It has all the control which could be 
desired, and yet has the benefit of efficient and competitive 
private institutions to operate its policy. Given this background, 
it is even more surprising that the demand for full nationalisation 
should have arisen in Australia, Although there had been a 
campaign in favour of it, it had been assumed that the new 
powers satisfied even the most extreme advocates. Yet the whole 
history of banking politics in Australia and of Labour doctrine 
has been dominated by the fear of banking monopoly. Indeed, 
if the Government proceeds with its plan, it is even now con- 
ceivable that this fear will rise up and smite it—for there is a 
possibility that concentration of all banking business within the 
Government would itself be unconstitutional. 

Meanwhile, the Government has tried to allay the consterna- 
tion which has been aroused, by offering to purchase any Australian 
bank shares offered to it at prices not less than those ruling in 
Australia last Friday. No details of this offer are yet available 
in London, so that it is not clear how London shareholders are 
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_ affected or whether, indeed, it extends to the banks which are 

; domiciled here. But the fact that the offer has been made seems 
ae a clear indication of the Government’s determination to proceed 
7 do with its whole plan. It is a regrettable and foolish course. 


* * x 


Unfreezing Chinese Exchange 


_The Chinese Government last week-end took one of its 
periodical steps to thaw out the official exchange market—and this 
time it seems to have acted rather more realistically than in the 
past. The official exchange rate, last revised in February, to a 
level of $CN12,000 to the US dollar, had long been wholly out of 
touch with true values—in a free market the quotation was recently 
at high as $CN50,000, Now a new foreign exchange stabilisation 
board is to regulate the market, and the authorities will recognise 
the open market rate. Dealings in exchange take place throu 
designated banks, and the authorities will daily purchase or supp 
any uncovered balance of their operations at rates fixed daily. 
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The first rates thus quoted were. $CN39,000 for the US dollar, 
and $CN124,800 for sterling, The central bank, ‘however, will 
a exchange at the official rate for purchase of 
cotton, tice, wheat, flour, coal, coke and fertiliser. 
exchange from exporters, however, will be effected by the desig- 
nated banks at the open market rates. alsa 

This -movement towards flexibility, which «will enable the 
authorities to keep in touch-with the moving situation and should 
prevent the recurrent freezing up of the official market, will remove 
an important impediment to trade. It would be unwise to suppose, 
however, that it will necessarily or rapidly prepare the -way for 
stabilisation. The persistent depreciation of the Chinese dollar, 
though in part a direct reflection of the general disorganisation and 
civil disturbances, results primarily from the continued finaticing 
of the Government by the crudest. inflationary methods. Untl 
some steady source of revenue can» be recreated .and some 
semblance of order restored in the Budget, the pressure on the 
currency is bound to continue. But, in view of the former 
importance of the customs revenue, any step which tends to free 
the channels of external trade may make an important contribution 
to the ‘financial problem. In the meantime, the Chinese Prime 
Minister has reaffirmed China’s intention to. meet her debt service 
obligations “as soon as the financial position improves.” . British 
holders of Chinese loans will especially welcome his assurance 
that “in no way does the conclusion of new loans in recent years 
prejudice the security of prewar loans or vitiate the rights of 


bondholders.” 


* * * 


Winding Up the Petroleum Board 


Arrangements are now in hand with a view to bringing the 
Petroleum Board to an end on December .31st next. The Board 
was formed in 1938, at the Government’s request, as a voluntary 
association of companies to distribute oil products during the war. 
Its two years’ period of grace after the end of the emergency 
has now come to an end. 

For the public, the disappearance of the Petroleum Board will 
eventually mean the reappearance of branded petrol, though this 
is not likely to happen until at least three months after the Board’s 
dissolution since outstanding stocks of “pool” petrol wili have 
to be consumed first. Some of the Board’s functions will be 
taken over by two new committees which have been set up by 
the Ministry of Fuel and Power. One committee will deal with 
general oil questions—that is to say, the supply of oil from over- 
seas, the development of sterling area sources, tanker shortages 
and the like. The second will deal with the supply, refining and 
distribution of oil in this country.. The new arrangements will 
also include a consumers’ council with an independent chairman, 
representatives from the gil‘companies and user industries and— 
for a less obvious reason—from, the Trades Union Congress. 
Government control of prices, imports and petrol rationing will 
continue as before. 

(Continued on page 340) 
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A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
appear in the Supplement; Unilever Group; Watney Coombe and Reid. 
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It is generally admitted that the Petroleum Board fulfilled an 
indispensable wartime function. The need to maintain at all 
costs the channels of distribution gave the Board a chance to 
show its most constructive side. There were unassailable argu- 
ments then for “freezing” the quality and price of oil products 
as well as the structure of the industry, bur this kind of legis- 
lation from within is hardly suitable in a post-war context. The 
return of branded petrol can be accepted as a welcome step 
towards the restoration of some measure of competition between 
petroleum distributors, but the extent of post-war controls will 
do much to ensure that the elaborate, expensive and sometimes 
wasteful service which was offered to the pre-war motorist will not 
be restored. 

There are, indeed, weighty arguments for much closer co- 
operation between the oil industry and the Government than 
before the war. The very existence of a Ministry of Fuel and 
Power argues the need for a parallel organisation which can link 
the oil industry and its constituent companies with the Govern- 
ment so that oil policy can be sensibly planned and efficiently 
applied. The coal-to-oil conversion programme is full of such 
opportunities, which arise not only in the completion of the first 
stage of the programme, but also in the long-term economic .ques- 
tions which it poses. Similarly, the location and scope of oil re- 
fining in this country raises economic and strategic problems of 
the first consequence, while the allocation of steel and machinery 
for the conversion programme and for the expansion of the oil 
industry in this country and abroad demands the most detailed 
consideration by both sides. 

The new consultative machinery will have to prove its efficacy 
in solving these problems, and the proposed consumers’ council, 
in particular, will be cultivating new and difficult ground. 


. * * 
Trade Talks with Jugosiavia 


Trade discussions between a Jugoslav trade delegation and a 
British delegation led by Mr Harold Wilson, Secretary for Over- 
seas Trade, opened last Monday. The scope for developing trade 
between the two countries lies in the fact that Britain is anxious 
to obtain increased imports of food from Central and Eastern 
Europe, while Jugoslavia urgently needs capital equipment for the 
five-year plan of industrialisation. 





THE ECONOMIST, August 23, igqy 





Before the war, Britain imported -from Jugoslavia a Geren, 
amount of hardwood timber and metallic ores, such as ane 
The possibility of securing greater imports of these conmiiae 
and also of foodstuffs, especially animal feeding stuffs and y. 
from Jugoslavia are now t. be reviewed, In exchange, slavia 
will probably wish to obtain increased supplies of machinery 
especially of basic engineering equipment, from this ma 
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including electrical generating plant. Experience in recent tra 
negotiations, and particularly in the Russian talks, suggests thar 
the British delegation will be able to offer only limited quantities 
of such equipment for export, since it has highest 
for the home market. 


Compensation claims amounting to between £10 million and 
£12 million, for British property nationalised in Jugoslavia, will 
also be discussed. The main items of interest from the British 
point of view are the properties belonging to Trepca Mines and 
certain assets of the Shell group. A lump sum was offered as 
compensation for these properties some time ago as part of a pos 
sibly more comprehensive trade agreement, but the offer was turned 
down. It remains to be seen whether these compensation claims 
will rank as a significant counter in the negotiations, but in the 
earlier stages, at least, it seems likely that trade questions will be 
the more important item on the agenda. 


2 
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Sterling for San Paulo 


Ever since the Government of Brazil appropriated the main 
line of the San Paulo (Brazilian) Railway Company from Santos 
to Jundiai last September, the likelihood of compensation being 
received by the company in sterling has looked fairly remote 
There has, of course, been the usual crop of rumours in a matter 
of this sort, usually emanating from South America, which, like 
the hopes and fears raised in the course of the recent Anglo 
Brazilian sterling discussion, have found their reflections, false or 
true, in quotations for the ordinary stock on the London Stock 
Exchange. At one time last year the price was as low as 46};it 
had recovered to 192 in the early months of 1947, and lately there 
has been a rising market again with the price between 155-160. 


(Continued on page 341) i 
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WILLIAM HANCOCK AND 
COMPANY, LIMITED 


DEMAND FOR BEER 
COLONEL J. G. GASKELL’S REVIEW 


The ordinary general meeting of William 
Hancock and Company, Limited, was held at 
Cardiff on the 14th instant, Colonel J. G. 
Gaskell, chairman and managing director, 
presiding. 

The following is an extract from his circu- 
lated statement :— 

The profit and loss account shows a 
trading profit of £313,571, against the corre- 
sponding figure of £319,391. A net profit of 
£109,251 is available, as against £73,232, to 
cafry to the appropriation account. The 
directors feel justified in raising the amount 
of the dividend on the ordinary stock from 
last year’s figure of 10 per cent. and 25 per 
cent. bonus to a round figure of 16 per cent. 


PROJECTED EXTENSIONS 


It is gratifying to note that the demand 
for our beers appears to be steadily increas- 
ing, and, in consequence, the directors are 
considering building new bottling stores at 
Cardiff and Swansea and extending and 
enlarging the breweries at both places, but, 
unfortunately, the time is not yet when this 
can be put into effect. 


OUTLOOK IN SOUTH WALES 


Although development of new industries 
in South Wales is proceeding slowly (up to 


date I do not suppose more than 20 per cent. 
of the proposed new factories are erected, or 
even in process of erection), there is unem- 
ployment in the district, mostly associated 
with dockers and dock workers. The South 
Wales docks at Newport, Cardiff, Barry, Port 
Talbot and Swansea are designed largely for 
the export of coal, and while there is no 
coal to export, these conditions must remain 
or employment must be found in other 
directions. 

Although one would describe the general 
prospect for development in this area as being 
very good under normal conditions, one 
cannot feel elated about it because it seems 
to me that people in this country are becom- 
ing so used to repression and frustration that 
their whole outlook on life is one of general 
apathy and a reluctant acceptance of condi- 
tions that would not normally be tolerated ; 
in fact, they seem to have adopted an 
attitude whereby nobody much cares 
what is going to happen next. There is 
little animation or enthusiasm under these 
conditions and there cannot be until the 
workpeople can obtain the fruits of their 
labour, not in cash, but in ability to purchase 
the things they need so badly. 

You are members of a sound company 
built up on hard experience and real endea- 
vour. Under brighter conditions one would 
hope that the harvest would be worthy of the 
labour, but it would be a foolish man who 
would attempt to forecast the future under 
the conditions in which we find ourselves 
to-day. 

The report was adopted. 
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TRUST COMPANY, LIMITED 


SIR EDWARD WILSHAW’S 
STATEMENT 


The 74th ordinary general meeting of this 
company was held in London on the 15th 
instant. 

Sir Edward Wilshaw K.CM.G., the 
chairman, said that their ee for the yar 
to June 30, 1947, at £368,870, showed a 
decrease of £40,431, but the corresponding 
figures for the previous year had included the 
Seen er ae 
ings), Limi 51,900 gross. Expenses 
at £171,867 as a decrease af £22,316, 
mainly due to the reduction in imcome tax 
on the special dividend. If that dividend 
were eliminated from their comparative 
statement, their met revenue, instead of 
showing the decrease of £18,115 at £197,003, 
would show an increase. 

The Government had acquired compul- 
sorily from the underlying companies of 
Cable & Wireless (Holdings), Limited, all the 
outstanding shares in Cable & ireless, 
Limited, the operating company, but the 
amount of compensation to be paid for them 
remained to be determined. The matter would 
be referred to arbitration, but it was not 
anticipated that that would take place before 
early next year. The trust’s interest in Cable 
& Wireless (Holdings), Limited, represented 
about 40 per cent. of the total book cost of 
their invested funds, and 60 per cent. of 
their income was derived from that source. 

The total book value of their investments 
now stood at /£5,365,846, an increase of 
£73,877, and their market value, taking their 
holding im Cables Investment Trust, 
Limited, at cost, was £9,005,390, showing an 
appreciation over the book cost of 
£3,639,544. Those market values were 
higher than ever before but values had had a 
severe fall quite recently 

The report was adopted. 





(Continued from page 340) 

At first the company was issued, by way of compensation, with 
the equivalent of £6,638,803 in seven per cent bonds of the 
Brazilian Federal Public Debt representing the company’s “ recog- 
nised capital.” But that clearly. was not the last word. Now the 
prospects for a payment of this amount in sterling have brightened, 
for a proposal agreed by the board to effect the sterling repay- 
ment of the bonds is before Congress in Brazil. Should it pass 
into law, appropriate arrangements will be made in this country 
so that the various classes of stockholders will be paid off 
according to their rights. After the debenture and preference 
stocks are satisfied, {3,258,000 will remain, and out of this the 
ordinary stockholder will be paid the par value of his holdings. 
It is then that the equity: interest becomes interesting, for repre- 
sentations-—which appear to be reasonable—have been made to the 
Brazilian Government for compensation for the accretion of 
capital expenditure by the company since 1902. In addition there 
are other assets belonging to the equity. In the 1945 balance 
sheet, net liquid assets amounted to £1,016,000, and though a fire 
in Brazil has delayed the compilation of the annual accounts for 
1946, there may still be something left of these assets among the 
embers. There is, too, real estate in the precincts of San Paulo 
on the value of which nobody seems very confident, though equity 
holders have obviously been letting their imaginations run free 
On its ultimate value if realised “at the right time.” 


* * * 


Hutchinson (Publishers) Questions 


The latest accounts of Hutchinson & Co. (Publishers) and 
Hutchinson Printing Trust are dated Augus: 8, 1947, bur they 
cover the year to December 31, 1944. Fhe auditors’ statement 
with the accounts of the former companty is, by itself, sufficient to 
Taise some important questions about the affairs of the group, and 
it is quoted textually below: — _ 


“« 


Freehold Properties accuired during the year, viz., 
£129,791 9s, 5d., together with those previously acquired and still 
held, viz, £22,395 8s. Id. are, with the authority of the Directors 
vested in the name of Mr Walte: Hutchinson, the chairman and 


Managing Director, as Trustee for the Company, in respect of 

which a Declaration of Trust has been produced to us: The Farm 

Trading, and financial transactions in connection with certain of 

those properties have, with the acthority of the Directors, been 

carried on by him on behalf of the Company and are incorporated 
in the Accounts of the Company. Subdject to the value of the “ Loans 
to Subsidiary Companies,” “Loans to Associated Companies,” the 

“ Loan Account,” viz., £10,997 11s. 7d. to the London Pharmaceutical 

Laboratories, Ltd., and provision for reserve in respect of the losses 

of one Subsidiary Company over the period 29th April, 1936 to 

31st March, 1944, £21,561 5s. 4d. (the last date to which Accounts 
have been made up within the period to 31st December, 1944, in our 

opinion such Balance Sheet is properly drawn up so as to exhibit a 

true and correct view of the state of the Company’s affairs, according 

to the best of our information and the explanations given to us and 

as shown by the books of the Company.” a: 

In what must be easily the smallest publication yet of the 
group, the three-page statement and report also reveals a balance 
sheet item “ Director’s Account (Unsecured) £50,407 15s. 6d.”, 
but nothing is stated in explanation of this and there is no com- 
ment on any of the points raised by the auditors. 

It may be a short step from the printing press to the 
farmyard when the supply of paper is imadequate, and just a 
stride from there to the laboratory, and if these excursions have 
benefited the company the owners of the privately, held equity 
capital cannot complain But, the first preference capiial is 
publicly owned—up to {£250,000—and this fact is sufficient to 
warrant a thorough airing of the principles on which the concern 
was being run in 1944 and of its development during the past twe 
and a half years. 


Shorter Note 


The Treasury’s huge spendings of dollars in July and the 
Chancellor’s vaunted Budget surplus had virtually no effect upon 
the volume of bank credit outstanding during the month. As a 
Note in The Economist on August 9th (page 257) recorded, at 
the July make-up date “net” deposits of the clearing banks—that 
is, after allowing for items in course of collection—showed virtually 
no cha by comparison with end-June. Gross deposits, how~ 
ever, fell by £14.3 million, whereas in that Note it was inadver- 
tently stated that they had risen by this amount. 
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HUNGARIAN COMMERCIAL 


BANK OF PEST 
ANNUAL GENERAL MEETINGS 


The Hungarian Commercial Bank of Pest 
held its annual general meetings (numbers 
103, 104 and 105) on the 29th ultimo, as 
none had been held since 1944. 

Ex-Foreign Minister Louis Walko, in the 
chair, presented the forint-balance of the bank. 

Asmve Forint Filler Forint Filler 
1.—AInvested Capital 


Real estate ... 5,150,875.— 
Outfit and equipment ... 976,957.— 
Shares ««. 87,761,658.15 
——_————._ 93,889,490.15 
1I.—Capital in 
Circulation 
Negotiable instruments... 18,110,267.11 
Bills of exchange .-. 158,059,537.24 
Debtors... «- 99,238,555.96 
Mortgage securities and 
municipal loans ... 58,762,424.48 
Cash and endorsed assets 6,004,163.15 
Transient assets ... 2,845,488.49 
Other property ... .- 12,568,346.42 
355,588, 782.85 
Iil.—War Damage 
Claim for damage ooo 333,071.63 
449,811,344.63 
Bail and guarantee ooo 60,915,149.52 
LIABILITIES 
1.—Own Capital 
Stock capital «+» 60,000,000.— 
500,000 Stocks, 120.- ft. 
—_————— 9.000.000. — 
ll.—Special Reserves 
Pension reserve ...  ..» 20,000,000.— 
Social welfare fund 1,000,000.— 
21,000,000.— 
il1.—Valuated Items 
Contra items to war 
damage ... 333,071.63 
Contra items to doubtful 
assets ane one ee» 10,235,776.54 . 
——————_ 10, 568,848.17 
[V.—Liabilities 
Re-discounted commer- 
cial bills ... .-- 138,589,584.62 
Saving booklet accounts 13,376,294.85 
Current saving accounts 74,161,895.84 
Creditors .. .. 37,869,363.25 
Mortgage bonds and cir- 
culating communal ob- 
ligations ... .. 37,721,416.98 
Ceded mortgage security 21,299,625.02 
Transient liabilities 4,603,204.58 
Other liabilities ... 621,111.32 
328,242,496.46 
449,811,344.63 
Bai! and guarantee 60,915,149.52 


The general meeting decided that the basic 
stock shall be 60,000,000.— forints, due to 
new valuation, consisting of 500,000 paid-up 
shares, of 120 forints face-value each 


GUEST, KEEN AND 
NETTLEFOLDS, LIMITED 


A HEALTHY STATE OF AFFAIRS 


The annual general meeting of Guest, 
Keen & Nettlefolds, Limited, was held, on 
the 20th instant, at Birmi Sir Samuel 
R. Beale, K.B.E., the chairman, presiding. 

The following is an extract from his state. 
ment circulated with the report and 
accounts : — : 

When I had the privilege of circulating a 
statement to you last year, I told you that 
your board unanimously associated them- 
selves with statements made by the President 
of the Iron & Steel Federation that nationali- 
sation of the iron and steel industry would 
result in a less efficient industry and thus be 
contrary to the interests of the country. Since 
then the Steel Board has been formed and 
the co-operation of the industry in the 
Board’s general supervision of its activities 
was assured by the omission of questions of 
nationalisation from the Board’s terms of 
reference. The position of our own group of 
companies is a good example of the desir- 
ability of proceeding to such further super- 
vision of the industry as may be found 
necessary in the national interest by way of 
evolutionary development of the functions of 
the Steel Board. 


THE FINISHED ARTICLE 


Our chief interest lies in the finishing 
ends of the industry, such as bolts and nuts, 
wood screws, steel stampings, railway fittings 
and the like. We are only interested in steel 
manufactured through certain of our allied 
companies, such as Guest, Keen, Baldwins 
and John Lysaght, Limited, chiefly so that 
we may ensure suitable supplies for our 
finishing works. Similar relationships exist 
elsewhere, developed out of practical need 
and supported by continued scientific re- 
search controlling manufacturing processes 
from the raw material to the finished article. 
It is this finished article that commands the 
most remunerative price to the country in the 
export markets of the world, and it would be 
disastrous to hamper improvement and 
development in any way. 

The policy of your board has been to go 
steadily on providing equipment of greater 
capacity and most modern design in our 
finishing departments whenever it can be 
justified. The results are steadily justifying 
our policy by our increased and increasing 
ability to meet apparently ever-growing 
demands both in quantity and quality, only 
limited by our ability to get ient steel. 
I sincerely hope this increased capacity may 
accrue to your benefit as, in equity, it most 
certainly should. 


CONSERVATION OF RESOURCES 
After referring in detail to their various 
interests, he went on to say : The profits of 
the year under review, without relation to 
other factors, would in themselves permit the 
distribution of a higher rate of dividend than 
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ARISTON GOLD MINES 929): 


YEAR OF SATISKACTORY 
PROGRESS = 


The seventeenth ordin eneral x 
of Ariston Gold Mines (1999), Limited, = ie 


3 


held, on the 20th instant, in London. 
Sir Joseph Ball K.B.E., deputy chairr 


presided. oi 
The following is an extract from his 
statement which was circulated with ¢ 
report and accounts for the year ended Sep- 
tember 30, 1946:— valle 
Members will note that the net n 
from the sale of gold are up by 











wich, in a year by-no means tee trom y 
ties, May considered satisfactory. Then,’ - 
on the debit side of the profit and 
account will be observed what was our 
contribution to the concentration scheme, 
namely £27,731. Ags 
With regard to dividends, we have already 
distributed 15 per cent., less tax, in 
of the year under review, and we are 
recommending a final distribution of 5 per 
cent., less tax, thus maintaining the year’s 
total dividend at 20 per cent., less tax. We 
have also declared a first interim dividend 
of 5 per cent., less tax, on account of the 
current year ending September 30th next, 


INCREASED PRODUCTION 


Passing now to the work in the field, 1 
am pleased to report a year of satisfactory 
progress. Production was increased from 
240,000 tons of ore to 253,500 tons, while 
working costs at 33s. 127d. per ton, i 
cluding development, showed a reduction of 
ls. 2d. per ton as compared with those of the 
previous year. This reflects the 
credit on our management, since costs of 
mining supplies, etc., continued to rise, a 
also did the wages of the Alrican 
while at the same time the general s 
of efficiency of native labour has shown @ 
tendency to deteriorate. re 

With regard to our projected programme 
for incre: the current rate of production 
and milling from 23,000 tons to 40,000 tons 
of ore per month, I have to report that during 
the current year orders have been 


for the new winders required in on 
with the additional sinking and increased. 
haulage capacity of the central shaft. We 

Arrangements are in hand for the provision 
of the additional electric power supply that 
we shall require as our production ex é 
and provided that we can secure a part, at 
least, of our power requirements during the 
next twelve months, we have every : 
of attaining the first stage of the increased 


¥ 








he 


production programme, that is, 40,000 
per month, within that period. 

I am pleased to report good progress 
thé Broomassie tunnel, which, members will 
recollect, we are driving from the 17th . 
of the north shaft to a point under the down-— 
ward extension of the old Broomassie 3 
ings, and in the eventual examinati ae 
development of which we are joined in agree- 
ment with the Gold Coast Selection Trust, 


Limited, and the Marlu Gold Mining — 
i 


% 


S 
7 
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PROJECTED CAPITAL ISSUE 


We are now compiling details of the 
capital expenditure ahead of the compamy” 
during the next five years, covering the pur 
chase. of new, Plans pei meee ery, Gevelope: 


purposes, 
H.M, Treasury, the proposes (0 
so by making an issue of stock to exi 
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GOVERNMENT RETURNS 


For the week ended August 16, 1947, total 
ordinary revenue. was {58,229,022, against 
ordinary expenditure of {69,955,147 and 
jssues to sinking funds 000. Thus, in- 
cluding sinking fund allocations of 44,411,384 
the surplus accrued since April Ist is 

0,846,533, against a deficit of 355,094,685 
r the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 
















~~ ORDINARY 

REVENUE 
Income Tax ..... '1073000; 326,431 308,881) 23,14 ae 
Sur-tax i. ...is5 80,000; i864 ere 
Estate, etc. | Duties, ss 


2, 
- ox wengeaen’ 57,000; is 17, 4 650 
ey eee ee 
| 202,000) ut "496 " 00 5,905 5,603 
fae ‘Inland Rev.| ; 1,000, 14 5 


ae 











g bssalerat ss hadi 
Customs.......4: +736,960 215, 330 285, 5 68 tae 16,016 
Eucise ........4, | 645,040, 214,372) 222,500 : 

ee ia sch tien ek teaciaill 








Total Customs &| } | 

Bacise . 2. occ /1380000' 427,902! 507,964) 19, 
Motor Duties .... ae 9, 156 
Surplus War Stores! 95,000} 14, 64, 283 
Surplus Receipts 55, - 

from Aaueey 
Post Office (Net 

Receipts) ...... il 1, 1,480 
Wireless Licences.} 11, ; 2, oth 
Crown Lands ....| 1) os 
Receipts from! 

Loans 13,657) 1,8) 60 


Miscell. Receipts. . “| ar0so00| | 5, 56 155,7 
Total Ord. Rey... 3451000 1008056) 1275982) 56, 








SELF-BALANCING 


. __ ORDINARY 
EXPEnpiITURE 








‘a _ ts to : 
weland.....:.. 5,571| 7,371 
Other Cons. Fund - | : 
Services .... 6.5 8, 3,282) 3,296 
ois cae | 556,000, 203,057) 206,404) 46, 
Supply Services . "2628367, 1156992, 794, a 61, 32,180 
Total Ord. Exp.. ‘Siaiser 107280 69,955 


pam 1000724 











Se.r- BALANCING | 
P.O. & Brdcasting} 144 44, 


e Tax on! 
E.P.T. Refunds! 49,000, 00,253) 
After decreasing Exchequer balances 390,829 to 
£2,222, 014 the other operations for dg increased 
the gross National Debt by £25,215,451 to £25,492 million. 


NET RECEIPTS 
Land Settlement (Facilities) ae 1919 and 1921 . 


12 
NET. eee thousand) 

a Tern jee Be das < (teuend) 400 

i. ¥en Kipewbhsgal ater Pe vekens es > 623 

ee ks Sea) es 5 

Weal Authorities Loans Act, 1 =i 3 (1) ...+« 5,200 

War Damage : Be epepact Toate athens aa aakes Se 5,000 

“of + 2,000 

14 

13,352 
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Statistical Summary 3 


CHANGES IN DEBT {£ thousand) 
Net Receipts | Nar REPAYMENTS 
3% Defence Bds... *3,134 
‘ Tax Reserve Certs. 1,292 
s a Debt :-— 
Debt :— Internal ....... 
vo & Means Ad- 


+ deat 


Treasury ‘Deposits. 20,500 
§3,174 27,959 











* 
* Including £2,482,000 paid off on maturity. 


FLOATING DEBT 
(£ million) 


Trea- . 
sury otal 
Float 


ing 
Debt 








Aug. 17| 1940-0} 2489-5! 408-7 | 10-0 [1646-0 | 6494-3 


401-3} 2. fae 











May10 | 2190-0 | 2629-4 5 | 6684-2 
»y 17 | 2190-0 | 2627'1| 348-0 5-25 | 1463-5 | 6633-8 
y» 24 $2190-0 | 2620-1} 327-5}... |. 1463-5) 6601-1 
»» Sb | 298040 | 2603+3| 337-5 | 1-5 | 1463-5) 6585-8 

June 7 | 2180-0 | 2584-9) 341-5 5-5 | 1463-5) 6575-4 
yy 14 | 2280-0} 2592/1} 347-1 |.10-25 | 1453-5) 6582-9 
so» 21 }2180-0 | 2614-4 341-9 | 10-0 (1443-5! 6589°8 
vy 28, | 2180-0} 2537'3 | 369-9}... 1 1442-0) 6529-2 

July 5 | 2180-0 | 2584-9) 356-7 | 6-25 |1368-5| 6496-4 
»» 12-| 2180-0) 2541-0) 378-6 | .. . |1358-5 6486-0 
v» 19 }2180-0 | 2503-1/ 328-9] <.. | 1408-5) 6420-5 
w» 26. | 2180-0) 2493-41 270-9 | <. | 1408-5) 6352-8 

Aug. 2 | 2180-0 2470-4) 317-7 | 2-5 | 1400-5 | 6371-0 
» 9 | 2180-0 | 2424-0! 348-4 | 3-5 | 1400-5| 6356-4 
w» 16 | 2180-0 | 2428-2 -7 | 1? re) S77. 





O | 267-3 ‘ 

16 | 170-0 | 283-7 | 170-0] 10 1-62 49 
3 160-0 | 284-5 | 160-0 | 10 1-45 43 
30} 170-0 | 2625 | 170-0 | 10 1°66 49 
June 6 | 170-0 | 290-3.}.170-0 | 10 1-49 a5 
» 13 |.120-0 | 277-7 | 170-0} 10 2-61 49 
* 20: | 270-0 | 282-04 170-01 10 1-65 49 

27 | 170-0 | 288-4 | 170-0 | 10 1-43 46 
July 4 | 170-0 | 292-1 | 170-0} 10° 1-51 46 
» 11 | 170-0 | 299-8 | 170-0 | 10 1-09 40 
” 48 | 170-0 | 294-5 | 170-0] 10 1-39 “4 
” 95'| 160-0 | 292-4} 160-0} 10 1-24 40 
Ang. 1 | 160-0 | 287-9} 160-0 | 10 2-11 39 
» 8 | 190-0 | 276-6} 170-0 | 10 1-48 49 
"184 270-0 $935 6 | 170-0 |. 10 2-4 68 


ations for bills to be paid on Mendes, 

oe Thursday and Friday were accepted 

as to about 68 per F cunt. of the aenount. epplied. for. 28 

Sap - §d. and lceatehs at prices were accepted 
i. Applications for bills to paid on Saturda 

Vis and above were accepted in full. £170 million 

um).of Treasury Bills are beitig offered for Aug. 22nd. 

‘or the week ended Aug, 23rd the Banks will be asked 

for Treasury deposits to an amount of £100 million (max.). 


NATIONAL SAVINGS 
f 



















thousand) 
oe =a |. dotals 
Week Ended aan 
Aug. 10) Aug.3 | Aug. 9 
s- [196 | 1947 | 1947 
Savings Certificates :— et 
Réceipts ...........- ies 2,350 | 2,500 | 94,250 
Repayments ............ 1,150; 3,700 | 53,950 
i \ 
Net Savings .......; 40,300 
Defence Bonds :— 
Receipts ....... Jas nities 
Repayments evade deces 
Net Savings ..........-+ 


er Wereess 












Net Savings ............ 2,162 |Dr6,320 
Total Net Savings ......... 1,232 | 54,612 
Interest on tes repaid’ 666 | 10,704 

terest accrued on savings ' 

remaining invested ...... 2,222 | 38,357 


Public Deps.*. 12,741,602 


of National 


BANK OF ENGLAND 


RETURNS 
AUGUST 20, 1947 
ISSUE Der Ax TMENT 


In Banke ces 438,311,403 
partment.’, 50,830,440 Gan: Sees.”. 605,274 
oO 
8,223 
Amt. of Fid, 
Tesie.. : 1450,000,000 
Bullion «. {at 
172s, 3d. per 
oz. fine). 2... 247,833 
1450,247,833 '* 1450,247,833 


BANKING DEPARTMENT 


£ 
14,533,000 Sar - seab6aT5 
3,861,498 Other Secs. : 





_ «+s 98,776,647 
Other Deps.: Securitivs.... 17,489,808 
Bankers... .: 301,310,882 nt 
Other Acets...... 93,761 40,265,455 
| Notes..i....5 50,830;440 

395,072,191 
cana ads 2,476,221 
426,228,291 426,228,291 
* Including Ex uer, Savings Banks, Commissioners 


Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ millions) 






* Government debt is ES 100, capital £14,555,000, 
Fiduciary issue raised from £1,400 million to él, 450 
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NATIONAL BANK OF INDIA LIMITED 


Bankers to the Government in Kenya Colony and 


Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, E.C’2. | 
BRANCHES: \ 





Aden and Cochin Madras Kisumu Kenya 
Aden Point (8.-india), Mandalay Mombasa Colony 

Antritsar Uolombo Nawara Nairobi British 

Bombay Dethi Eliya Nakuru B.A. 

Calcutta Kandy Rangoon Entebbe 

Cawnpore Karachi Tuticorin Jinja Uganda 

Chittagong Lahore Zanzibar Kampala 

Dar-es-Salanm Mwanza Tanga ©... ase .. Tanganyika Territory 

SUBSCRIBED CAPITAL... eee £4,000,000 

PAID-UP CAPITAL ost eee £2,000,000 


RESERVE FUND 


The 


£2,300,000 


+ 
Bank conducts every description of Eastern Banking business. 
Trusteesh ps and Exec parekipe also undertaken. 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS 
ASSETS EXCEED - 
CLAIMS PAID EXCEED 

+1946 Accounts) 


Uae OF LONDON invites applications for post of an addi- 
/ tional Assistant Secretary for Tutorial Classes. Salary, £500-£20-£580, 
plus Family Allowance where appropriate. Superannuation Scheme. 
Preference given to graduates about 30. Experience of adult education 
essential. Applications should reach the Director, Department of Extra- 
Mural Studies, University of London, Senate’ House, W.C.1 (from whom 
a particulars and application forms can be obtained), by October 
th. 


£16,300,000 
£97,000,003 
€181,000,090 








UNIVERSITY OF OXFORD 


The. Institute for Research in Agricultural Economics invites applica- 
tions for the appointment of SENIOR ECONOMIST for a two-year 
period. Wide previous research experience is essential. Preference may 
be given to candidates with a knowledge of agricultural and industrial 
economies overseas and of international trade. Salary £800 to: £1,000 
per annum, according to qualifications. Particulars from The Secretary, 
Agricultural Economics Research Institute, Parks Road, Oxford, who 
will receive applications up to September 15, 1947. 





THE UNIV ERSITY OF TASMANIA 


Applications addressed to the Registrar are invited for appointment 
to the following positions :— 

1, Lecturer in Mathematics. 

2, Lecturer in Statistics and Economics. 

Salary for both positions accerding to qualifications and experience 
within the salary range £500-£700. Conditions and other details of 
appointment may be obtained from the Agent General for Tasmania, 
Golden Cross House, Charing Cross, London, W.C.2, and Universities in 
Great Britain. The closing date for receipt of applications for the 
Lectureship in Mathematics is September 30, 1947, and the Lectureship 
in Statistics and Economics October 31, 1947. 

M. A. (Cantab), 28, linguist with world-wide technical and commercial 

field experience in market research, organization, sales and 
intelligence work, seeks change offering scope for deyeloping executive 
-senage | raere fully. Present salary £750. Highst references.—Reply, 
Box 4 


PROGRESSIVE post By cues statistician in London Market Re- 
office of large food concern. honours degree in mathe- 
matics with ae to apply 8 specialised knowledge to business prob- 
lems. Initial salary wil d on qualifications; progress on demon- 
strated ability in techuaical ond business aspects.—Write Box 529. 














Export MANAGER for Chemicals wanted by old-established ‘firm. 
Must be well ee in all aspects of the trade, such as suppliers, 
markets, etc. Good salary and share of -profits.—Box 631. 


EXECUTIVE cum technical post required by ‘University Graduate, 
29, with wide knowledge of technical and economic industrial prob- 


lems. Sales (Home and Overseas) and production experience of textiles, - 


dyes and organics and knowledge of consuming industries.—Box 


A. (Cantab), Classics and Economics, 27, seeks experience in Market 
* Research or allied work. Proved organising ability, interested 
advertising technique.—Box 635, 





ASststant SECRETARY, 28, Cambridge M.A., passed Finals c. LS. 
fully experienced in legal and company secretarial work, patents, 


trade marks, relations with Government departments, etc., seeks 

responsible _ Position with progressive: public company, London or 

eeage ge will give adequate scope for advancethent. —Apply 
x 


GOVERNMENT OF SOUTHERN RHODESIA | 
FOUR AND A HALF PER CENT INSCRIBED STOCK, 1958-68. 
CITY OF JOHANNESBURG 


FIVE PER CENT INSCRIBED STOCK, 1950-60. 


NOTICE IS aes GIVEN that in order to prepare the Warrants 
for Interest October ist next, the BALANCES of the Several 
Accounts in the above-mentioned Stocks will be: STRUCK on the night 

tand that on and:-afte September 2nd the Stocks will be 


of September ts 

—— gu diyidend. Bank (Dominio lonial and Overseas). 

in, Co) 
(London Registrars of the a ». 


WLAN 7 
Cireus Place, London | ‘Wall, E.C,2 August 11, 1947. 
Printed in Gieeet_ Bickle by St.-CLEMENTS Press, L 








St., way, London, W.C2. FP He Economist Newspaper, L’ 
at Brettenham House Lamar’ Pisce Seend: Lenton, WD a ee 


German. Secretarial training.—Box 542. 


BANK OF NOVA SCOTI 


. Clncor, porated in Canada with Limited Liability.) 
Established 1832. 


General Office: | Toronto, Canada, fA cy 
Paid-up Capital ... 9 1. see tee tee ae $12,000,000 
Reserve Fund sweeten $24,000,000 
' Total Assets over ...  ... ss ows nes tee $650,000,000 


Special facilities are available to the public etait the 
of this Bank for the transaction of business with 
Cuba, Puerto Rico, Dominican Republic, Jamaica and the "United 
at New York. 


Address enquiries to London Branch: 
108, OLD BROAD SIREET, E&.C.2. 
C. G, WeBstTerr, Nana 


MPERIAL CHEMICAL INDUSTRIES, Paints Division invite a 
tions from men, preferably aged 28-40 years, with at te a0) 
years’ advertising experience, with esuuiamion of (a) Press Advertising — 
routine? (b) Technical copywriting (not necessarily paint); (c) inting 
types and printing and blockmaking processes, Please write for applica 
tion form to a Staff Department,-1.C,1., Ltd., 2, Grosvenor tian 


London, S.W.1 

A® impertant vacancy for a General Sales Manager exists in a lage 
and well-established company snerpes in the manufac 

primary and of fabricated materials used in the fields of insulation ang 

of plastics. Many other applications are under development. The 

duct sells mainly in technical applications, and therefore a high ‘se 











of technical education, such as a University Degree in Science, 
equivalent of the Higher National Certificate in Engineering, or 
qualification, is very desirable. ae 
The General Sales Manager will be responsible for leading the : 
effort of the company. A man between the ages of 35 and 45 is 
ferred. Applicants must show thorough and successful experi 
genera] sales organisation. Ja 
The post covers heavy responsibilities and the work will be a i 
The post is progressive and carries a substantial initial salary, 
to obligatory Superannuation scheme. Residence near the headqua 
sage eee, at. ae ee will oe. 
gorous selection w ma and those with inadequate ualifica- 
tions are asked not to apply. . 
Address applications, with an outline of career, to M.D., c/o Fire 
glass, Ltd., St. Helens, Lancashire. 
ORGANISING Accountant, wide industrial and commercial — 
desires assignments. Advanced systems, with labour 
Box 596, in Financial, Cost, Budgetary Control and Group Acco 
x as 


OUNG “LADY - vequired to act as Secretary /Personal Assistant 

Principal of large tirm of General Merchants with offices esta’ 
in Aden. A sound knowledge of French is essential, Shorthand 
desirable, but the ability to act on own initiative is. more im 
Applicants must be willing to reside in Aden after preliminary 
at London office. Excellent prospects for right person. Write, 
age, education, experience, etc., to Box 539. 













BLE, energetic man, analytic mind, experienced negotiator, souells 
offers. Economics, lega! training. Knowledge psychology, in : 


relations. Executive, organising experience, committees, staff 
reséarch, précis, reports, journalism, public telations. Ex-Parli : 
candidate. Personable, », adaptable, ideas, initiative.—-Box 640... 2a 
ADY (22), inter accountancy R.S.A, studying C.I.8, costing, 
and some book-keeping experience, seeks position as assis 
secretary's or accOuntant’s office —Box 541. mG 
CONOMIC research appointment required ne y woman, BS. 
(Hons.) (Econ.), London, Seven years’ Go 
work, Administrative and research gxberieaae Fluent French ant 





SHRIDGE-BERKHAMSTED, HERTS. 
Bernard Paget, G.C.B., D.S.0., M.C) 
College for education in Citizenship and provides en open 
discussion. Course 36, Week-end, September 19-22, 1947. 
GOVERNMENT. Subjects: The Machinery of Local Governme' 
Housing Problem, The Work of the Local Education enero 


ee General Sir 
Ashridge is a re 






—_ 


tary Services. kers will include The Dowage 
Reading, G.B.E.; H. Symon, Esq., Ministry of Health ; L,. Missen 
Chief ucation’ er, Suffol lk. The Course assembles 


evening and disperses early Monday morning. eee fee, 
Application for Seroveeas should be made to Bursar, 
Berkhamsted, Herts. Telephone: Little ambeonen 3191. 


srmenesarennmantesarengaicanininansionmncincastitintennnnensnelpinneriiisitionintnbarsidiabianacd in hits ntmalitiitasdaithitbnisdidnsisanibinnmencdiiininin 
WANTED. _—Copies of The Economist, dated July 19 and August 2 - : 


9, 1947.—Reply, Box 54 


ONOMARKS.—Permanent London Ad of 
5s. p.a.--Write,, Monomark BCM/MONOAN, W.C.1. yee 
nea ere 


eth Public Corporation in British Experience.’ A paper read 


; sei en 


Ye 


























of the institute, 18, Ashley Place, SW. "Pre a 6k Ck 
e (28, 38 
cones postage) or from principal booksellers. : ee 





AVELING-BARFORD LIMITED 


rot 9, Meeting of e Board of Directors, held on Tuesday; August 19 
Te St Pee ‘oe 
the poi diary Sana here ge 


Oe ate Oe ee 


Ord 
ay? tax, and that the Ord of the 


from naa Beret 8 sc ieee 


Grantham, August 19, 1 
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